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KXKM  I'TIOK  OF  FEDERAL  FARM  LOAN  BONDS  FROM  TAXATION. 


SAXUBDAYr  JAXUAXY  10,  1980. 

Ukfted  States  Senate, 
CkacMirnsB  on  Bankino  and  Ctjrrenct, 

Waghdngton,  D.  C. 

The  committee  met  in  room  303,  Senate  CHBce  Building,  at  10 
o'clock  a.  m.,  Senator  George  P.  McLean  presiding.  ^  . 

Present :  Senators  McLean  (chairman) ,  Page,  Gronna,  Nottis, 
Frelinghuysen,  Newberry,  Owen,  Hitchcock,  Kendnck,  and  Hen- 
derson. 

Also  present:  Senator  Smoot. 

The  following  gentlemen  interested  in  the  pending  m«Ettor: 
J.  B.  Finley,  Union  Joint  Stock  Land  Bank,  Eichmond,  Va. 
Evans  Woollen,  Fletcher  Joint  Stock  Land  Bank,  Indianapolis, 

Guy  Huston,  president  Joint  Stock  Land  Bank  Association,  First 
Joint  Stock  Land  Bank,  of  Chicago,  111.  .        .  t  •  * 

W.  W.  Powell,  secretary  of  the  American  Association  of  JOmt 

Sk»ck  Land  Banks.  . 

J.  H.  Allen,  Joint  Stock  Land  Bank,  of  Des  Moines.  Iowa. 

J.  B.  Madiaon,  Virginian  Joint  Stock  Land  Bank,  of  Charleston, 
W.  Va. 

Walter  Cravens,  Liberty  Joint  Stock  Land  Bank,  of  Salina,  Kans. 
Messrs.  Peters  and  Love,  Linooln  Joint  Stock  Land  Bank,  of 

Lincoln,  Nebr.  ,  „    ,     ^  t 

Edward  Braddock,  First  Joint  Stock  Land  Bank,  of  Minneapolis, 

JMSnii.  i»  XT  1 

George  L.  Ramsey,  Montana  Joint  Stock  Land  Bank,  of  Helena, 

^^Mi  T.  Stephens,  Fremont  Joint  Stock  Land  Bank,  of  Frenwnt, 
Nd^r 

J.  N.  Allen,  Des  Moines  Joint  Stock  Land  Bank,  of  Des  Moines, 

^**Mr.  C.  S.  E.  Holland,  First  Texas  Joint  Stock  Land  Bank,  of 

Houston,  Tex.  ,  ^    ,     ,  ^    i     xr  u 

W.  H.  Weston,  Peters  Joint  Stock  Land  Bank,  of  Omaha,  Nebr. 
Mr.  Hunter,  Central  Iowa  Joint  Stock  Land  Bank,  of  Des 

Moines,  Iowa.  .     ^  ,-r.i_j.T>j 

W.  H.  Gold,  Southern  Minnesota  Joint  Stock  Land  Bank,  of  Bed- 
wood  Falls,  Minn.  ,  «    i_    -  t.,  n  rri 
Mr.  Ferguson,  Dallas  Joint  Stock  Land  Bank,  of  Ml^j  iex^ 
Mr.  Peiker,  Guarantee  Jomt  Stock  Ltaid  Bank,  of  Wwaiita,  Kans. 
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Mr.  H.  C.  Lupe,  San  Antonio  Joint  Stock  Land  Bank,  San  An- 
''^  J^'^K  Williauis,  California  Joint  Stock  Land  Bank,  of  San  Fran- 

A!'Travlor.  president  First  SaTings  &  Trust  Co.,  Chicago,  IlL 

A.  H.  Judy,  of  Tunstall,  Va. 

K.  C.  Lewis,  Fairfax,  Va.  .  . , 

•  J.  R.  Howard.  Des  Moines,  Iowa.  -  „  a««o*o  Kill  «»10ft 

The  CiiAii!M.>N.  The  hearing  this  morning  is  on  Senate  biU  31W, 
a  bill  introduced  bv  Mr.  Smoot.  entitled  «A  biU  to  secU^ 
■2fi  of  the  act  approved  July  17,  1916,"  kno^  as  the  Federal  farm 

^*^^(The*biU  referred  to  is  here  printed  in  full,  as  follows:) 

A  BIIX  To  amend  sectton  2*  <rf  tHe  act  approved  July  IT.  1916,  taowB  u  the  Federal 

Be  it  enacted  by  the  Senate  and  ^ou»e  of  nmesent»Uve\o1  t 
mate*  of  America  in  Cmgreu  aumnhled.  That  section  26  of  the  net  of  Cor- 
^  aroroved  July  II.        toom  as  the  Federal  fam  loa»  act.  be  amended 

***"'s??  ^6*ThaTeverv  Federal  huid  bank  and  every  national  fenn  loan  asso- 
ciation inclumSg  the  capital  and  reserve  or  surplus  therein  and  the  income 
derived  the^Si,  shall  be  exempt  from  Federal,  State,  municipal,  and  ocal 
t^tton  «StS«»  upon  real  estate  held,  purchased,  or  taken  by  said  bank 
S^SSciS^  uSct  provisions  of  section  11  and  section  13  of  this  acL 
?Mr«t?a?es  execute.1  to  Federal  land  banks  and  loan  bon^ssued 

bv  F«leral  land  hanks,  nnder  the  provisions    /^s  a^U^" 
held  to  be  instrumentalities  of  the  Government  of  tte  ^SSl  'fSL^ 
such  they  and  the  income  derived  thetefraia  shaU  ke  «xenwt  f*vm  Federal, 
state.  municinaL  and  local  taxation.  ,  .  ■,    ^.  * 

"  ShaiS^Srany  joint  stock  land  bank  may  be  includ.Mi  in  the  valuation  of 
the  personal  pro^rty  of  the  owner  or  holder  of  such  shiues  inass^mg  ta^ 
innosed  bv  authoritv  of  the  State  within  which  the  bank  Is  located,  and  such 
^esSeni  and  taxation  shall  be  to  manner  and  subject  to  condit^s  and 
iSiSaoM  Stained  in  section  5219  of  the  Revised  Statotafl  ^  reference 
to  the  shares  of  national  banking  associations.  .     ^  ,      ^  k„  ^ 

"This  amendment  shall  not  apply  to  any  farm  loan  bond  issued^by  a^ 
joint  stock  land  bank  prior  to  the  taking  ^^^^\^i^^'i;J'^^^^ 
the  income  derived  therefrom  shall  continue  to  be  exen^t  fiNNB  Federal,  a«ie, 

"Sng^liir'sS^te^^^  to  exempt  the  real  property  of  Federal 

land  banks  and  national  farm  loan  associations  from  either  State,  county,  or 
municipal  taxes,  to  the  same  extent,  according  to  its  value,  as  other  real  prop- 
earty  is  taxed." 

mas&mt  of  mk.  j.  b.  FniiasY,  secbetabt  raipH  Joaara 

STOCK  LAND  BANK,  BICHMOiro,  VA. 

The  Chaikman.  Please  state  your  full  name  and  the  position  you 

occupy.  .         •  J.V 

Mr.  FiNLEY.  My  name  is  J.  B.  Finley.  I  am  secretary  of  the 
TTnion  Joint  Stock  Land  Bank,  of  Richmond,  Va.,  and  also  chair- 
man of  the  special  couunittee  to  petition  ypur  committee  for  this 
hearing. 

The  Chairmax.  You  may  proceed.  Mr.  Finley. 
State  to  the  committee  any  objections  you  may  have  to  this  meas- 
nre,  which  proposes  to  remove  the  privilege  of  the  tax  exemption 
from  the  joint  stock  land  bank  mortgages.  . ./ 


Mr  FiNWBT.  Mr.  Chairman,  let  me  first  thank  this  committee  for 
this  hearing,  and  in  doing  so  say  that  we  know  full  well  how  ex- 
tremely busy  you  are  and  how  many  important  problems  you  have, 
and  therefore  we  wiU  endeavor  to  ^peak  as  brieiiy  and  pointedly  as 

^The^oocasion  of  our  being  here,  as,  of  course,  you  all  know,  was 
the  introduction  of  Senate  bill  3109,  and  report  of  your  committee. 
No.  317,  thereon.  I  have  this  report  before  me,  and  wish  to  say, 
first,  that  it  admirably  condenses  the  reasons  usually  given  agamst 
tax  exemptions  in  gfeneral,  and  those  in  the  joint  stock  land  banks 
in  particular.  It  very  succinctiy  states  ^ose  reasons.  It  seems 
fliat  the  process  of  reasoning  by  which  your  committee  reached  its 
condusicm  must  have  been  somewhat  along  this  Ime:  That  tax  ex- 
emptions were  wrong  in  principle;  that  there  was  a  great  public 
need  for  revenue,  and  that  as  many  sources  as  possible  from  which 
revenue  could  be  ttlkssn  were  to  be  sought;  that  here  was  a  corpora- 
tion created  by  Congress  and  given  certain  privileges,  among  them 
the  tax  exemption  on  bonds;  that,  operating  under  those  privileges, 
this  corporation,  chartered  by  Congress,  had  earned  such  excessive 
profits  that  the  privilege  of  tax  exemption  could  be  taken  away 
and  still  the  corporation  permitted  to  live  and  succeed  m  business. 
'  That,  I  say,  appears  to  be  the  process  of  reasoning  followed,  and 
the  statements  here,  including  the  tabulated  statement  on  the  back 
of  your  report,  go  to  show  that.  . 

It  is  our  purpose  in  asking  for  this  hearing  to  show  you  our  be- 
lief I  may  say  our  very  certain  conviction— that  the  mformatKMi 

submitted  to  your  committee,  from  whatever  sources  obtained,  was 
incomplete  or  inaccurate,  or  both;  and  therefore  necessarily  mis- 
leading. We  can  not  make  that  too  positive.  We  are  not  profiteer- 
ing, and  we  can  show,  I  am  sure,  to  your  full  satisfaction,  that  w© 

are  not  profiteering.  .      .     , .       •      .  v 

I  will  not  weary  the  committee  or  take  up  time  in  discussing  the 
antecedents  of  the  farm-loan  acts,  because  you  are  thoroughly  fa- 
miliar with  them,  but  I  will  read  one  short,  concise  statement,  givmg 
the  source  of  it  after  I  have  read  it. 

It  is  of  great  In^rtance  to  the  social  and  economic  welfare  of  this  country 
that  its  farmers  have  facilities  for  borrowing  easily  and  cheaply  the  money 
thev  need  to  increase  the  productivity  of  their  lands.  It  is  as  in^POftant  tiiat 
linancial  machinery  be  provided  to  supply  the  demand  of  fa2»e«^™rcreflltM 
it  is  that  the  banking  and  currency  systwns  be  refonned  to  the  interest  ot  genr 
eral  business.  Therefore  we  recommend  and  urge  an  authoritative  investiga- 
tlcm  of  agricultural  credit  societies  and  owporations  in  other  countries,  and 
the  passage  of  State  and  Federal  laws  for  the  establishment  and  capable  super- 
vision of  orgnizations  having  for  another  purpose  the  loaning  of  funds  to 
farmers. 

That  is  taken  from  the  Kepublican  national  platform  of  1912. 
The  Democratic  platform  dechured  almost  in  the  exact  words  the 

same  principles.  .r^.  ^  , 

I  ciOl  your  attention  to  this  for  two  purposes.  First,  that  t\\os& 
platforms  were  particular  to  put  suitable  credit  facilities  for  the 
agricultural  industry  in  this  country  .Qn  a  parity  of  importance  with 
Se  F«i«a"T^w»  act,  or,  rather,  what  lat«r  developed  into  the 
Federal  reserve  act;  and,  second,  a  point  which  is  quite  signihcant 
in  this  hearing  is  that  fsmt  ywwe  before  tJw  ad;  was  passed  th© 


B    mmtKm^t  ox  sstmrnh  fakm  i4>as  mwm  F»m  ^lumaas, 

iramers  of  the  Bepublican  platform  saw  the  necessity  of  a  dual  Sfys- 
tem  in  farm  credits,  and  therefore  ui^ged  the  investigation  not  only 
of  credit  societies  but  also  of  corporations. 

The  Democratic  party  asked  for  the  investigation  in  forngn  ooun- 
tnes  of  credit  societies  only. 

But  here  is  something  still  more  significant :  That,  although  on© 
party,  four  years  before  the  act  was  passed,  foresaw  the  necessity 
for  a  dual  system  after  a  thorough  and  exhaustive  study  of  the 
question,  the  other  party,  dominant  in  Congress  when  the  fann- 
loan  act  passed,  finally  indorsed  the  dual  ^stem. 

Senator  Hitchcock.  Mr.  Chairman,  I  was  not  here  when  the  hear- 
ing bc^gan.  Was  them  any  time  limit  to  the  hearing  proposed  ? 

The  Chairman.  No;  except  Mi'.  Finley  understands  that  he  is 
to  ccmcentrate  his  stat^ent  as  much  as  he  can,  and  at  the  same 
time  present  to  the  committee  the  important  points  wMdi  he  wisAieB 
to  bring  to  the  attention  of  the  committee. 

Mr.  Fmusr.  I  know  our  time  is  rather  limited,  and,  as  I  am  sure 
members  of  the  committee  are  familiar  with  the  history  of  the  act, 
there  is  no  intention  to  go  into  it  farther. 

The  Chairman.  Yes;  I  think  we  are  familiar  with  it,  and  you 
could  get  down  to  the  iMrass  tacks  of  the  matter.  I  think  it  would 
matters. 

Mr.  FiNtET.  Thank  ;rou  for  the  suggestion,  but  I  have  said  all  I 
intended  to  on  that  subject 

I  tiunk  cme  short  general  statement  is  necessary,  in  order  that  the 
ccnnmittee  may  understand  the  attitude  of  the  joint-stock  land  banks 
toward  this  act,  and  I  will  make  this  veiy  brief. 

It  is  unneceaaiy  for  us  to  go  back  of  the  act  itself,  because  speak- 
ing merely  as  busmess  men  we  find  the  intent  in  the  act  itself,  and 
«r  instruction  of  that  is  this :  That  the  act  was  for  the  purpose 
stated  m  Its  preamble  and  in  the  body  of  it,  "to  provide  capital  for 
ftgncultnral  development ;"  that  it  was  not  passed  for  the  little 
miner  or  the  big  farmer  or  for  the  poor  fanner  or  for  the  rich 
fiirmor,  no  more  for  a  class  within  a  class  than  any  class  at  all :  but 
that  It  was  for  agricultural  producticni  for  the  general  welfare  Its 
sole  reason  and  its  sole  justification  is  that  this  national  aid  to  agri- 
^zS^^'t^^^  imperatively  necessary  and  must  an  aid  to  the  whole 
apcultural  industry-that  no  classification  should  be  made  between 
ttiose  withm  the  industry  any  more  than  anyone  would  claim  that  the 
Federal  reserve  act  was  passed  for  a  big  merchant  or  a  smnll 
merchant  or  a  rich  merchant  or  a  poor  merchant 

The  incidental  advantages  to  farmers  or  cla&ses  of  farmers  should 
not  be  begrudged  them,  especially  now  when  production  of  all  kinds 
lfZ!lSf  ^«rid  s.economic  salvation,  and  toners  a»  prodiS 
not  profiteering;  striving  ahead,  not  strikino-.  *^  w«*»i5» 

That  is  our  general  attitude  toward  this  act.  Are  we  conduct- 
mg  this  business  accordmg  to  the  intent  and  purpose  of  the  act? 
That  IS  really  the  acid  test.  T^e  are  willing  to  wlmiit  to  it  If  wl 
do  not  meet  it,  cast  us  out.  oumuuv  lu  ii.  xi  we 

Now,  coming  to  the  salient  points  you  have  mentioned  in  your 
report,  the  first  one  is  that  the  accumulation  of  large  agmMtioM 
of  coital  whpUy  exempt  from  any  and  all  forms  of^f an 


ammamm  m^mmioi       i«42f  BdirDs  fbom  taxation.  9 


jwrang  in  principle  Mid  ^ouM  be  discoidlaiwd.   Then  the  report 

^^Li^I^l^^''^^^^''''  ^^il' Siadually  absorb  these  bonds,  which  will  oontilbiite 
DOtilins  to  the  support  of  the  Government.  w~«i»use 

That  portion  of  the  report  will  be  covered  by  a  gentleman 
eminently  able  to  do  so,  both  from  a  study  of  the  subject  and  fsom 
practical  experience  in  handling  hmds  of  aU  kinds,  taxable  and 

otherwise.  '  ^ 

The  next  point  that  jq«  raise  is  ^ :  . 

The  excess  earnings  of  aome  <tf  these  banks  itidicate  that  they  are  uiakiuic. 
large  profits ;  and  it  has  been  represented  to  jour  coouolttee  that  they  are  Itki^ 
to  encroaeb  upon  the  legitimnte  field  now  occupied  by  the  flmn-kNin  ban£ 

unless  their  activities  are  restricted.  wmmw. 

As  I  said,  the  whole  action  of  the  conunittee  seems  to  be  predicated 
on  the  idea  that  these  banks  have  made  exceasive  profits,  and  this 
idea  seems  to  have  arisen  on  account  of  inaccurate  iiif<Hrmation  in 
regard  to  one  bank  in  Chicago. 

It  originated  by  confusing  earned  profits  with  the  sale  of  some 
stock.  I  wiU  not  weaiy  the  committee  by  going  into  the  details  of 
It,  but  want  to  say  here  that  we  have  the  facts  in  regard  to  this 
matter  at  hand,  and  we  can  go  into  the  matter,  either  now  or  later. 
If  you  wish  us  to  do  so.  To  show  that  the  information  was  incor- 
rect, we  have  m  our  possession  a  letter  from  the  author  of  the  origi- 
nal statemrait  that  that  bank  was  making  30i  per  cent,  which  shows 
bj  a  complete  and  accurate  analysis  the  profit  at  that  time  to  be  94 
per  cent  pes:  annum. 

Furtjier,  the  report  you  have  published  here  speaks  of  "excess 
earnings,  implying  excessive  earnings.  What  it  should  have  stated 
was  excess  of  earnings,"  perhaps  a  mere  misprint.  There  is  quite 
a  difference.  -i 

Some  of  those  banks  have  been  in  existence  for  three  years,  and 
if  you  will  divide  the  amounts  shown  in  vour  report  by  three  you 
will  see  it  is  a  very  proper  showing  per  annum. 

Further,  in  the  report  of  the  Federal  Farm  Loan  Board  for  the 
current  year  there  is  a  discussion  of  this  question  of  how  much 
the  jomt-stock  land  banks  make,  in  which  it  is  clearly  shown,  as  it 
IS  a  fact,  that  the  gross  earnings  of  these  banks  are  necessarily  lim- 
ited to  about  21  per  cent,  out  of  which  they  must  not  only  pay 
their  ordinary  running  expenses— including  taxes  on  the  capftal, 
because,  contrary  to  general  impression,  they  do  pay  taxes— but 
also  make  their  proper  reserves  for  losses.  Eight  to  10  per  cent 
without  excessive  losses,  is  a  conservative  estimate  of  Ae  earnings 
6f  one  of  these  banks,  run  conservatively. 

We  have  ample  data  to  submit  to  you,  in  a  brief  which  we  will 
lay  before  you,  asking  that  it  be  printed. 

In  regard  to  these  excess  earnings  and  other  charges  against 
us,  I  was  in  the  Supreme  Court  room  this  week  listening  to  the 
argument  before  that  body  in  the  constitutionality  of  the  act,  and 
an  attorney  appeared  there  who  made  this  stetement,  among  others: 
That  ]oint-stock  banks  could  loan  any  amount  to  an^^body,  for  any 
purpose,  and  also  the  charge  of  excess  earnings  was  reitemted 
mere. 
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In  connectioif  ^ith  that,  I  have  a  circular  that  I  would  like  to  put 
into  the  record,  and  can  get  a  certified  copy  of  the  original  i|  mm 
necessary.  I  will  read  it.  [Reading:] 

Fabm  Mobxgagb  Bankers*  Association  of  Amebica, 

Oswego,  Kans,,  January  2,  1920. 

Dkar  Sir:  I  am  sure  that  all  members  of  the  fa^^^  Mortgage  B 
Association  can  not  fail  to  be  deeply  interested  to  the  1^**^^^?^^ 
.W.  T.  Day,  president  of  the  Day  &  Hansen  Security  Co.,  of  Spokane,  Wash 
In  relation  to  the  need  for  g^ns  subficrlptions  by  our  membership  to  the 

educational  campaign  fund:  ^         ^  ^«         if-  ^HaIi- 

"As  a  member  of  the  finance  committee  I  wish  to  urge  uponyou,  its 
man,  the  necessity  of  impressing  upon  each  member  <rf  ttie 
Bankers'  Association  and  others  who  are  interested  iu  ^a'^  '^^'^^^J^^^^^ 
ments.  the  great  importance  of  subscribing  most  liberally  to  the  educational 
•fond  which  is  to  be  used  during  the  next  few  months  in  an  endeavor  to  mold 
sentiment  amon-  Congressmen  and  others  in  favor  of  a  repeal  of  that  Portion 
of  the  Federal  farm  loan  act  exempting  the  bonds  issued  under  tne  act  znnn 

*^*TWs"  wiU  mean  everything  to  the  mortgage  bankers,  find  it  should  be  sup- 
'ported  bv  the  taxpayers  of  the  country.  I  feel  that  our  strong  and  only  hope 
^  securing  legislation  that  will  be  of  assistance  to  us  is  through  sentiment  in 
favor  of  abolishing  the  tax  exemption  feature  of  these  securities.  This  almost 
means  life  or  death  to  mortgage  compai^  and  others  dealh^g  to  mortgage  se- 
curities, as  at  the  present  time  the  Federal  tand  bank  and  joint-stock  land 
hanks  are  covering  the  best  fields  and  loan  in  such  sums  of  money  that  no  legiti- 
mate mortgage  company  can  long  meet  the  competition  if  the  tax  exemption 
■feature  is  allowed  to  remain. 

"Any  mortgage  banker  or  other  individual  who  does  any  mortgag^ioan 
business  to  speak  of  can  afltord  to  put  up  $lf»,  which  was  the  sum  subscribed 
by  members  of  the  association  toward  cawying  on  this  fight.  I  trust  that  a 
great  many  wHl  see  fit  to  increase  the  said  sum  in  support  of  the  campaign 
now  being  waged.  It  is  the  duty  and  should  be  the  desire  of  every  farm- 
mortgage  banker  and  individual  interested  in  farm  mortgages  to  d^  IMr 
utmost  to  aid  in  this  campaign  which  is  being  carried  on  so  m>i«ididly  by  Mr. 
CShassell,  our  able  secretary*  ,  ^ 

•♦Hoping  that  you  wiU  be  y&f  soocesBfta  to  your  canq«ign  for  raising 
these  funds,  I  beg  to  remain."  ^    ,  ^ 

Mr.  Day  has  certainly  made  it  plain  to  all  of  us  the  absolute  necessity 
for  pushing  this  educational  campaign  in  wUch  you  are  so  vitally  toterested.. 

Please  send  to  your  check,  if  not  sent  her^ofore. 
YounL  truly, 

BoBT.  O.  Dkming,  Chairman. 

''  Mr.  FiNMBY  (continuing).  I  have  not  read  that  simply  to  de- 
nounce it  as  propa^nda.  There  is  good  propaganda,  and  there  is 
had  propaganda.  Preaching  the  gospel  is  propaganda,  and  j^ou 
can  not  ccmdnct  a  churdi  vnithout  money.  The  purpose  for  vv^hich 
it  is  done,  and  the  manner  in  which  it  is  done  should  he  the  test 
These  g^tlemen  declare  that  this  is  a  matter  of  life  and  death  to 
ik&ai.  It  is  also  to  us,  and  we  are  active  as  they  are.  We  are  not 
making  any  complaint  against  anyone  using  the  truth  in  s^f^ 
protection,  but  you  gentlemen  have  been  made  the  victims  of  so 
much  improper  propaganda,  where  the  motive  is  hidden;  where  the 
truth,  if  told  at  all,  is  distorted,  or  where  essential  facts  are  vrith- 
held,  that  this  leads  me  to  say  there  is  improper  propaganda,  and 
that  kind  of  propaganda  should  always  be  denounced. 

Now,  what  are  the  facts?  This  gentleman  stated  before  the 
Supreme  Court  of  the  United  States  that  the  joint-stock  banls 
<M>uld  loan  any  amount,  to  anybody,  and  for  any  purpose. 

In  the  first  place,  the  valuation  placed  on  these  lands  is  by  the 
appraisers  appointed  by  the  Federal  Farm  Loan  Board.  They  ap- 
point the  appraisers,  not  for  any  one  bank  or  class  of  banks,  but  for 
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the  system,  assigning  them  and  reassigning  them  fnwt  one  to  the 

other.  ,  . 

Second,  the  amount  that  you  can  loan  on  any  one  property  is 
limited  not  only  by  the  law  or  by  regulation,  but  it  is  limited  by  the 
value,  of  course,  and  the  total  loan  we  can  make  bears  a  proportion 
to  the  value  of  the  property  identical  with  that  of  the  Federal  land 
^anks 

Now,  as  to  any  amount.  The  law  itself  does  not  restrict  us  as  to 
the  amount ;  but  what  is  the  practice  now  ? 

The  Farm  Loan  Board  has  administrative  and  regulatory  powers, 
«ild  that  board  has  restricted  us  in  any  one  individual  loan  to  an 
iimount  nofc  to  exceed,  lo  per  cent  of  our  capital  and  surplus,  and 
not  to  exceed  $50,000  in  anv  event,  and  as  to  purpose,  it  has  by  its 
rules  and  relations,  and  particularly  by  its  power  of  approval 
of  loans  as  a  basis  for  bond  issues,  beld  us  piacti<?aliy  to  the  same 
nurposes  as  the  Federal  land  banks. 

Tm  legality  of  those  rulings— and  we  will  submit  copies  of  them— 
■may  be  questioned,  but  their  safety  and  sanity  are  unquestionable 
mi  joint-BtCick  land  bank  is  questioning  them ;  on  the  contrary, 
we  are  perfectly  willing  that  Congress  make  the  purposes  of  the 
act  identical  aB  to  both  banks.  We  think  it  should  have  been  done 
in  the  first  place.  If  we  are  not  conducting  this  business  within 
the  entire  spirit  of  iha,%  act,  the  Farm  Loan  Board  has  power  and 
can  exercise  it,  and  ought  to  exeidae  it,  b«fc  Congresa  ought  to  make 

it  legal  beyond  question.  ,    „       ^       -r.     ^  i 

In  that  matter  of  authority,  the  Farm  Loan  Board  recently  prob- 
ably exceeded  its  specific  authority  in  saying  that,  regardle^  of  the 
value  of  property,  when  gauged  by  itspresmt  sale  value,  no  loan,  no 
matter  how  high  the  property  sold  for,  could  exceed  $100  per  acre, 
hut  I  want  to  impress  upon  the  Senators  present  the  value  of 
regulating  powers  you  have  given  this  board  and  other  boards,  and 

its  beneficent  eifects.  •     •  2. 

You  have  had  two  illustrations  of  it  lately.   I  am  not  gomg  into 

•  tiny  detail,  but  the  Federal  Reserve  Board  called  the  leading  bankers 
of  the  United  States  to  the  city  of  Washington  recently  to  discuss 
what  interest  should  be  paid  to  banks  on  their  deposits  in  the  large 
money  centers.  In  reality,  it  opened  up  the  question  of  taking  the 
proper  steps  before  it  was  too  late  to  prevent  undue  inflation. 

And  so  the  powers  vou  grant  these  boards  here  can  regulate  these 
matters  of  national  concern.  The  Farm  Loan  Board  has  used  its 
power— to  do  what?  To  check,  by  the  power  it  has  in  its  hands, 
this  recent  crazy  inflation  in  land  values  in  this  country.  It  has 
been  charged  against  the  farm-loan  act  that  it  is  responsible  for  that 
inflation.  It  is  not  responsible  for  it.  Every  order  of  the  board 
has  proved  that  it  is  not.  It  is  doing  what  it  can  to  check  it.  Mort- 
gage brokers  or  local  money  lenders  and  speculators  are  financing 

•  this  boom  in  land  values.  We  all  know  that  it  can  not  continue; 
that  it  must  stop  and  be  followed  by  a  recession  in  values  more  or 
less  violent;  and  that  suggests  that  perhaps  instead  of  Federal  hind 
hanks  drawing  a  rosy  picture  of  increased  dividends  and  decreased 
interest  rates,  instead  of  so  much  talk  about  the  excessive  earnings 
of  the  joint-stock  land  banks,  which  do  not  exist,  that  there  should 
\»  more  talk  and.  if  neceasary,  legislation,  that  both  b^nks  should 
^l«iigtiien  tbdor  WBrma  against  that  inevitable  day. 
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Senator  Hcaxts.-  WUl  you  or  eome  one  else  comm^it  on  the  amount 
of  the  diflferent  loans?  For  instance,  do  you  know  what  the  av»* 
age  loaa  is  I 

Mr.  Fmm.  Yes:  I  have  that. 
Senator  Nokbib.  Will  you  go  into  that  ? 

Mr.  FmiMx.  Yes;  in  a  few  moments.    '  ■  •  ' 

Senator  Nomas.  All  right.  I  do  not  want  to  di  vert  yoii,  but  L 
would  hke  to  have  that  brought  out.  ' 

Mr.  FiNUBT.  Your  report  speaks  of  resti  ictinij  our  actnnties. 

Senators,  you  will  not  only  restrict  them,  but  you  will  terminate- 
them.  We  simply  can  not  conduct  the  busiue.-;s  within  the  other 
Inoitations  of  the  act,  which  are  left  untouched  in  this  bill— and 
your  report  is  that  Senate  bill  3109  do  pass  without  amendment. 
We  can  not  make  a  turnover  in  excess  of  15  times  our  capital,  and 
W6  are  restricted  to  6  per  cent  maximum  interest  on  loans.  Both 
of  tiie  banks  are  ninning  on  a  1  per  cent  margin— the  margin  be- 
tween what  we  pay  the  bondholder  in  interest  and  what  we  charge 
the  farmer. 

_  It  ought  to  be  apparent,  and  I  think  it  is— and  I  will  not  go 
mto  details  m  regard  to  it  to  show  you— but  if  vou  will  get  the 
current  quotations  in  New  York,  or  any  monev  center,  to-day,  you 
must  agree  that  it  is  impossible  for  us  to  sell  our  bonds,  if  tW  are- 
taxable,  and  still  loan  money  at  6  per  cent. 

Senator  Gronna.  Pardon  me,  but,  of  course,  tlie  law  does  fitst  sar. 
It  shall  be  6  per  cent;  it  is  1  per  cent  above  the  rate  charged  m  th» 
bonds.  -j 

Mr.  FiNLEY.  But  in  no  event  to  exceed  6  per  cent 

Senator  Gbonna.  Yes.  Of  course,  it  might  be  less  than  6  per 
cent).  9 

Mr.  FixLET.  Yes:  but  if  we  could  not  live  at  6  per  cent,  we  ow- 
tainly  could  not  live  at  a  less  rate. 

Senator  Gronna.  I  just  wanted  the  record  to  show  it  was  not 

necessarily  6  per  cent. 

Mr.  F iNLEY.  A  clause  in  your  report  also  contains  this : 

It  has  been  represented  to  yoar  committee  that  they  are  Ukelv  to  enproaoh 
upon  the  legitimate  field  now  occupied  by  the  fto^UTl^ta  nnl^' 1^ 
activities  are  restricted.  umcoo  unmr 

Under  this  statement  I  will  answer  the  question  asked  by  Senator 
Norns.  There  is  a  competitive  field  in  this  dual  system.  At  pres- 
fi^nn^''  ?iin^oo^  is  concerned,  it  is  the  field  m  loans  between 
r«SjSl^iT     •  ?  P"^i<»'     «  very  much  less,  because 

a  number  of  the  joint  stock  land  banks  have  voluntarily  set  a  mini- 
mum loan  below  which  they  do  not  care  to  loan.  In  some  cases  that 
mimmum  is  vey  near  tiie  maximum  for  the  Federal  land  banksr 
mother  cases  it  is  one-half;  m  others  it  is  one-third;  and  in  my 
own  case  it  is  25  per  centr-^hat  is  $2,500.  ^ 

You  speak  of  the  legithnate  field  of  the  Federal  land  banks 
Of  course,  without  change  ,in  the  law,  we  also  have  a  legitimate 
field.   We  are  both  the  legithnate  children  of  an  act  of  cSigTess 

Now,  ^hft  has  been  the  actual  amount  of  competition?  These 
%ur^  are  taken  from  the  officii  reports.  Thev  show  that  Novem 

«^  KWW  ?  -^I?         examined  some  $55,000,000  of 
loftns-BM^  by  these  joint  stock  land  banks.    Out  of  thik  total 
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$38,911,464  was  for  loans  of  $10,000  or  more,  and  W,853,72a'were 
lar  less  than  $10,000.  That  is  witibin  die  competitive  field.  The 
percentage  of  loans  under  $10,000  in  amount  is  30  per  cent  plus. 
Tlie  average  loan  for  the  whole  fi%-five  million,  the  amount  men- 
tiimed  in  your  re^rt,  was  $9,000. 

Ahove  the  maximum  limit' of  the  Federal  land  banks,  $10,000. 
<)ur  average  is  only  $17,000;  oup  average  within  the  $10,000  limit 
is  $4,300.  The  average  for  all  12  Federal  land  banks  up  to  October 
1, 1919,  out  of  a  totel  of  $271,317,000,  was  some  $2,600  plus.  So  that 
our  average  loan  within  the  competitive  field  is  50  per  cent,  in  round 
numbei^^mwe  <han  the  average  loan  of  the  Federal  land  banks. 

Senalvr  Hitohcock.  Have  you  any  figures  showing  how  manj 
loans  hiipe  been  made  over  $25,000  ? 

Mr.  FtNLET.  No ;  but  they  could  be  obtained. 

Senator  Hitchcock.  Any  considerable  number? 

Mr.  FiNLEY.  I  think  not,  on  account  of  our  average  loan  just 
stated. 

Senator  HrrcHcocK.  What  would  vou  think  of  a  limitation  of 

$25,000?  Ui 

Mr.  FiNLEY.  May  I  discuss  that  a  little  later  on.  please  ? 
Senator  Hitchcock.  What  is  the  largest  loan  any  of  the  banks 
have  made  ? 

Mr.  FiNLEY.  Before  the  order  of  the  Farm  Loan  Board  went  into 
effect,  I  think  about  $160,000;  but,  in  reality,  it  was  six  or  eight 
loans,  instead  of  one  loan,  because  one  man  had  a  very  large  farm 
and  kept  it  in  his  own  name,  but  the  benefits  of  the  loan  wmt  to  his 
several  children,  and  was  practically  divided  between  six  or  ei^ 
farms. 

Some  loans  were  made  too  large,  and  that  is  the  reason  of  the' 

.  order  of  the  board. 

Senator  Hitchgock.  What  is  the  krgest  sin^  loan  the  hauls 

made? 

Mr.  FiNLEY.  I  can  not  say,  except  as  just  stated. 
Senator  HmsacooK.  Well,  they  have  been  as  hig^  as  $85^,  have 
they  not? 

_  Mr.  FiNusT.  They  may  have  been  before  that  otte  was  entered. 
They  are  not  now. 

The  CHAiRMAur.  I  suppose  that  order  couJd  be  lifted  at  any  time 

by  the  board? 

Mr.  FiNLEY.  I  presume  so;  and  that  is  why  it  sh<^d  be  clear  that 
the  order  should  be  entirelj  legi^  and  Innding. 

Senator  Kchrbis.  There  is  some  que^n  about  its  legality  ? 
Mr.  FiNLBY.  Yes ;  I  have  admitted  tiuit. 
Senator  Nohris.  But  nobody  has  questioned  it! 
Mr.  Fmun.  No,  sir;  mme  that  I  know  of. 

Stmator  ¥emm.  Thran  is  no  disposition  on  the  part  of  the  bank 
you  represent  to  que^fm  its  legality? 

Mr.  FmiXT.  No,  sir;  no  attorney,  briefless  or  otherwise,  need 
apply  to  us  for  employment. 

Senator  Hitohcxkik.  You  say  some  of  the  loans,  you  think,  were 
too  large  ? 
Mr.  FiNLEY.  Yes. 

Senator  Hitchcock.  Why  do  you  think  they  were  too  large? 
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Mr.  FiNXiBr.  I  1^  come  to  that  When  you  open  the  question 
of  the  competitive  fields  of  the  laM  bsnks,  you  go  to  <lie  heaart 
tbepurpose  and  plan  of  the  act. 

There  hara  been  theonea  why  the  dml  system  was  in^tttporated 
into  tiiis  act  Now,  you  gentlemen  know  that— -  .  ^  ^ 

•  Senator  Hxtchoock.  Yes;  we  know  iiiat*  pretty  well,  I  thmk. 
What  we  wuit  to  get  to  is  ^e  practice,  I  think.  i  - 

Mr.  FtsjMY.  Yes,  sir;  but  I  must  i^lam  oar  pomtioB,  to  answ^ 
your  question  of  the  limit  tiiat  jdiould  m  reached,  and  I  will  mi^ 
it  as  brief  as  possible.        '      h(  -    ;  •  ^ 

The  act  as  passed  was,  of  course,  t^e  resultant  of  many  &>rcesy 
but  we  find,  as  I  said  before,  our  intwt  in  the  act  iteelf ;  and  flda 
is.  the  construction  we  put  on  ilr— 4&e  neoeflsity  for  the  dual  systenou. 
Suppose  you  had  conmied  it  to  the  joint-stock  land  bai^  only— 
and  I  am  willing  to  confess  my  own  feelings  are  it  would  h»ve  been 
more  in  consonance  with  the  American  idea  and  plan  to  have  left 
this  banking  business  to  private  initiative;  but  you  acted  wisely 
when  you  did  not  give  the  entire  field  to  the  joint-stock  land  banks^ 
for  this  reason. 

I  think  it  vras  Artemus  Ward  who  said  that  there  was  a  good  deal 
of  human  nature  in  the  people  in  general ;  and  if  you  had  left  the 
whole  field  to  private  enterprise,  the  joint-stock  land  banks  would 
have  done  what  the  old  mortgage  bankers  did;  flock  to  the  cream 
of  the  territory,  to  the  garden  spots.  Mortgage  brokers  are  correct 
when  they  say  that  this  act  has  not  materially  reduced  the  prewar 
mortgage  rate  in  the  corn  belt ;  but  they  are  uneasy,  not  so  much  on 
account  of  the  interest  rate,  but  because  the  long-time  amortized 
loan  is  the  thing  that  attracts  the  farmei'S  there  and  elsewhere.  The 
average  farmer  would,  if  compelled  to  do  so,  pay  a  little  more  interest 
for  that  kind  of  a  loan. 

But  the  point  1  want  to  make  clear  is  that  it  is  the  amortization 
feature,  the  peace  of  mind  that  the  farmer  has  when  he  knows  that 
there  is  no  such  thing  as  his  whole  mortgage  falling  due  at  one 
time :  that  it  fades  away ;  that  is  important. 

The  farm-loan  act  declares  it  was  passed  "  to  provide  capital  for 
agricultural  development"  throughout  the  Nation.  If  we  had  the 
field  to  ourselves,  there  would  have  been  large  areas  neglected  that 
potentially  at  least  were  just  as  good  to  obtain  the  main  object  of 
this  act,  increased  agricultural  production  for  the  whole  Nation, 
where  credit  facilities  were  lacking,  or  could  only  be  had  on  can- 
ditions  so  burdensome  that  it  would  hurt  more  than  it  would  hdlp. 

The  main  thing  was  to  make  the  act  effective^  and  there  were  large 
areas  that  would  not.  at  least  for  many  years,  have  been  reached  by 
the  joint-stock  land  banks  left  to  their  own  choice  as  to  when  and 
where  they  would  make  loans,  and  therefore  it  was  necessary  that 
Congress  should  provide  for  the  organization  of  little  local  banks — 
because  that  is  what  national  farm-loan  associations  are^litde  local 
land  banks.  They  must  have  capital,  at  least  $1,000  to  stnt  with. 
They  have  a  Federal  charter,  and  are  just  as  much  banks  as  we  are. 
They  were  given  the  plwi  and  the  power  to  start  the  initiative  from 
below,  to  compel  the  service  of  the  act  in  their  immediate  territory; 
and  to  insure  that  they  could  do  it  the  subscription  of  capital  stock 
for  th^  national  farm-loan  associations  was  made  cbmpulsory; 
that  is,  a  man  could  not  be  a  stockholder  unless  he  was  a  borrows. 
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and  if  he  waft  a  borrower  he  must  be  a  stockholder.  In  many 
awtixmathe  pressure  nfust- coine  from  below,  through  these  ooopera-  - 
tive  associations — ^to  a  certain  extent  they  are  not  fully  cooperative, 
but  ^ey  should  be ;  we  are  not  against  them  in  any  way,  snape,  or 
fC^;  %ut  I  firmly  believe,  atfi  a  large  majority  or  oiar  assodation, 
I  am  sure,  b^eve  that  l^ra  oii^t  to  be  a  dual  system,  for  tiie 
reasons  I  am  now  giving. 

'  Kow,  then,  you  put  a  limit  on  their  louis.  Why!  For  two  rea- 
sons. First,  having  compelled  this  small  farmer  to  risk  his  capital; 
and  there  is  a  douole  liability  on  his  capital  that  he  ]^ts  in  that 
natloniU  farm-loan  as^iatioii,  there  is  a  moral  obligation  on  C<m- 
gress  not  to  jeopArdixe  his  small  contribution,  his  forced  contribu- 
tion, it  ]^  ciiooBe  to  call  it  such,  of  ci^ital,  by  too  l^^rge  an  indi- 
vidual raelc.  That  is  one  reason.  The  other  is  this:  l^at  if  you 
had  made  a  laraer  loan  limtt  thefe,  thm  the  tendency  in  the  Federal 
land  banks,  wiuiin  their  own  districts,  would  have  been  j'ust  what 
I  said  the  mortgage  bankers  did — ^flock  to  the  best  territory  and 
neglect  the  men  whose  aggregate  production,  compared  to  the  agri- 
cultural production  of  the  whole  Nation,  is  larger  than  that  from 
the  large  producers. 

Those  were  the  two  main  reasons,  and  there,  at  that  line,  opened  * 
the  opportunity — not  only  the  opportimity  but  the  justification — for 
the  joint-stock  land  bank  that  would  take  care  of  the  larger  pro- 
ducers and  assume  all  risks  voluntarily. 

Now.  in  answer  to  Senator  Hitchcock's  question  of  limitation  on 
the  amount  loaned:  There  ought  to  be  a  limitation.  It  ought  to  be 
a  limitation  that  just  so  far  as  possible  will  prevent  the  banks  mak- 
ing any  loans  above  what  the  Federal  land  banks  make,  that  will 
foster  land  speculation,  holding  land  out  of  production  instead 
of  doing  what  the  act  intended — bring  it  into  production.  It  can 
hardly  be  said  in  this  day  that  the  large  producer  does  not  need  a 
credit  system,  when  agriculture  is  differentiating  itself — on  account 
of  labor  and  other  conditions — into  the  small  jfarmer,  who  farms 
largely  by  his  own  labor  and  that  of  his  family,  and  the  large  units, 
that  must  have  improved  machinery  and  the  best  facilities  for 
maximum  production.  He  needs  financing,  and  you  can  fix  the  limit 
where  that  kind  of  a  farmer  can  be  financed,  and  yet  prevent  what 
the  people  of  every  nation  know  to  be  a  great  wrong — ^the  holding 
of  large  areas  of  land  out  of  use.  The  limit,  wherever  it  is,  should 
be  left  to  the  discretion  and  investigation  ol  your  committee.  I 
will  not  attempt  to  name  that. 

Now,  then,  the  field  of  competition  in  these  two  banks  should  be 
fixed  so  that  it  would  meet  varying  conditions — ^not  absolutely  fixed 
for  all  the  districts,  because  conditions  vary ;  but,  as  a  broad  prin- 
cmte,  maximum  and  minimum  loans  should  be  fixed  so  that  both 
kmds  of  banks  may  have  a  sturdy,  consistent,  mie  growth,  and  not 
imperil  either. 

Seaiator  HrrcHcocas:.  You  did  not  fully  answer,  I  think,  that  ques- 
ti<m  as  td  why  you  said  certain  loans  were  excessive.  Where  do  you 
draw  the  linel  I  do  not  underetaiid  the  mirt^od  by  which  you  say 
cme  is  excessive  and  one  is  not. 

Mr.  Fiwiwr.  The  best  line  ttiat  you  can  draw  to  prevent  specula- 
tion and  landlordism^;  that  is  the  iJest  answer  I  can  give. 


Senatw  'BmsaaxK.  Yoa  iMek  they  ought  to  loan  up  to  the  ix>mt 

where  tbay  Jo«n  not  to  pnmiote  Ji^cullnim,  but  to  promote  specula- 
tion ? 

Mr.  FimjET.  And  landlordism. 

Senator  Hctcroogk.  And  the  figures  the  board  have  taken  am 

$50,000? 

Mr.  FiNunr.  Yes. 

Senator  Hitchcock.  Do  you  not  tiiink  any  man  who  wants  to  bor- 
row $50,000  can  do  it  without  Government  aid? 

Mr.  FiHUsr.  He  can;  I  will  give  you  a  specific  example.  It  hap- 
pened in  my  own  bank,  but  there  is  no  reason  why  I  should  not  state 
It  We  are  not  five  months  old.  We  took  out  a  charter  under  the 
provisions  you  passed ;  we  accepted  it  as  its  face  value.  We  put  in 
$250,000  capital,  and  we  are  prepared  to  complete  the  payment  in 
of  $60,000  surplus.  That  ^ves  us  a  loan  capacity  of  $45,000.  Out 
of  200  applications  we  received  in  a  comparatively  short  time,  there 
were  only  two  that  asked  for  the  limit.  One  of  them  was  approved 
for  less  than  that  limit.  He  was  preparing  his  abstracts  of  title, 
wh^  there  converged  in  litigation  and  legislati<m  a  condition  of 
affairs  that  stopped  that— not  only  stopped  that,  but  the  Federal 
*land  bank  to  a  large  degree,  both  on  account  of  an  official  order 
which  has  been  issued  by  the  Farm  Loan  Board,  but  from  the  neces- 
sities of  the  situation  both  banks  are  marking  time  and  appraisers 
have  been  called  in;  applications  are  not  being  taken;  applications 
on  file  are  not  being  appraised  or  approved;  in  other  words,  we  are 
standing  still  as  much  as  possible. 

Senator  Owex,  What  was  the  order? 

Mr.  FiNLEY.  On  account  of  this  condition,  to  do  as  little  business  a^ 
we  could. 

Senator  Owex.  Was  it  an  order  ? 

Mr.  FiNLEY.  Not  an  order,  but  a  suggestion. 

Senator  Owen.  That  you  should  do  as  little  business  as  you  could? 

Mr.  FiXLEY.  A  good  suggestion,  but  hardly  necessary  under  the 
circumstances.  What  happened?  Before  this  man  had  submitted 
his  abstract  we  had  loaned  out  nearly  all  our  capital;  we  did  not 
want  to  issue  bonds,  as  we  could  not  have  sold  them  except  at  a 
sacrifice.  Consequently  we  explained  the  situation  to  the  man  three 
days  ago.  We  have  been  threatened  with  suits.  What  he  is  going  to 
do  I  do  not  know.  He  went  out  in  the  city  and  asked  for  a  $40,000 
loan  and  he  was  accommodated.  He  got  a  $40,000  loan  for  five  years 
at  the  same  rate  we  would  have  charged,  6  per  cent.  But  he  was 
charged  a  brokerage  of  $2,000.  Now,  that  man  was  not  riti.  He 
was  a  farmer  and  he  was  a  very  efficient  producer.  He  was  doing 
what  this  act  was  passed  to  enable  him  to  do.  Now,  why  should  he 
be  penalized  that  $2,000  simply  because  somebody  thinks  that  he  was 
in  the  capitalistic  class?  Beyond  that  limit  of  landlordism  and 
speculation,  which  ought  to  be  checked,  outside  of  that,  the  Federal 
reserve  act  and  the  farm  loan  act  are  identical.  Within  the  Fed- 
eral reserve  act  the  right — not  the  ability,  but  the  rights  and  priv- 
ileges of  that  act,  are  as  opui  to  Mr.  SodEel^ler  as  ^egr  aie  to  any 
peddler  of  his  products. 

Senator  Nobbis.  What  did  that  man  propose  to  4q  -wiOk,  )m  moflM^ 
that  he  was  going  to  IxnTOW? 

Mr.  FiKUor.  Improve  his  farm  and  improve  its  productivity. 
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Senator  Norms.  What  was  he  going  to  use  $40,000  for—for  im- 
provements on  his  farmi 

Mr.  Fix  LET.  Not  all.  He  had  some  debt  on  his  farm. 

Senator  Hitchock.  How  many  acres  had  he? 

Mr.  FiNLEY.  Some  400  or  500  acres. 

Senator  Hitchcock.  Was  he  buying  more  land  ? 

Mr.  FiNLET.  No ;  he  had  not  paid  for  all  of  his  land. 

Senator  Owen.  The  report  of  the  committee  says  that  iMgft  tax- 
payers will  absorb  these  bonds.  What  do  you  know  about  that? 

Mr.  FixiJY.  We  have  a  gentleman  eminently  qualified  to  answer 

that  question  later.  .  j.  a 

Senator  Norris.  How  much  in  this  particular  case  was  to  pay  ott 

the  debt  on  the  farm,  and  how  much  was  for  improvements  ? 
'  Mr.  FiNLEY.  I  think  it  was  about  60  and  40. 
Senator  NOrris.  Forty  for  improvements,  and  60  per  c«it  for  the 

debt  ? 
Mr.  FiNUiY.  Yes. 

Senator  Norkis.  And  the  loan  was  for  $40,000? 

Mr.  Finm:t.  He  asked  for  $45,000,  but  he  finaUy  cut  it  down  to 

Senator  Norris.  What  kind  of  improvements  did  he  have  to  make; 
what  kind  of  improvements  did  he  propose  to  make  with  the  $40,000  ? 

Mr.  FiNUET.  He  wanted  to  make  his  farm  a  big  producer  of  alfalfa, 
«nd  he  had  to  seed  it  and  build  a  number  of  barns. 

The  Chairman.  This  act  requires  that  the  loan  shall  be  on  farm 
land,  but  there  ispracfcieally  no  provision  as  to  the  use  of  the  money. 
'  Mr.  FiNUBY.  We  do  not  object  to  that  being  remedied  in  any  way 
tibal  it  ought  to  be  done,  and  tiiink  Congress  should  amend  the  act 
to  make  the  purpose  of  the  loans  identical  with  the  national  farm 
loan  assocaatioiis  and  the  Federal  land  banks. 

The  Chairman.  Why  do  you  need  two  systems  ?  They  accomplish 
in*ecise^  the  same  purpose ;  why  do  you  need  the  two  ? 

Mr.  FiNMrr.  I  have  already  tried  to  cover  that,  Mr.  Chairman.. 

The  CHAHOKftK;  I  midrafatomd  ytm  want  to  increase  the  siae  of 
loan?      •     '        I  i 

Mr.  FiKisr.  Nov  deonease  i&.  l^ero  w  bo  legal  iliimt  on  it 

HOW* 

oTbe  CHAnouif^li^l,  there  is  a  pressure  already  brought  to  bear 
to  increase  the  loan  which  tiie  farm  loan  banks  can  maket 

SkiFiMimr.  Yes,  . 
be  Chaibmak.  If  ihaib  Ipere  done,  thm  you  would  be  pisecisuy  <» 

the  same  basis.  .      ^     .  ,   ,       .  , 

i-.Wt.  FimxT.  I  can  not  Quite  a«n»  to  that.  Wemight  be  aa  tothe 

dinoimt  loaned ;  but,  from  a  jpnUic  standpoints  

{ifhe  Chairmah.  You  ^mM  if  the  law  require  yam  *o  devote  Hba 
process  of  the  loan  to  thi  same  purpose,  it  saems  to  me, 

Senatot  Norbis.  And  requii^d  borrower  to  Iwstually  reode  on, 
the  land  ahd  cultivate  it  .  ,  .  . 

The  Chairman.  Yes.  He  says  that     is  wilUng  that  Oie  aominia- 
tration  of  the  law  should  be  piieciflely  the  same  as  in  the  case  of  the 
farm-land  banks. 
Mr.  FiNLEY.  Not  the  rtdministration,  as  to  their  respedave  fields. 
The  Chairman.  Well,  the  regulations? 
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Mr.  FiNLEY.  Yes :  as  to  purpose  only.   Our  fields  are  distmct 
Senator  Norris.  He  confines  it  only  to  the  purpose.    Of  course^ 

that  AYould  still  leave  the  difference  between  the  two  systenis. 

Senator  Gronxa.  The  maximum  amount  to  be  loaned  by  a  tarm- 

land  bank  now  is  $10,000.    Are  you  in  favor  of  increasing  that 

amount? 

Mr.  FiNLEY.  When  I  answer  that,  you  must  understand,  of  course, 
that  I  am  speaking  personally  and  not  in  a  representative  capacity. 

My  idea  of  that  is  this :  That  the  whole  Federal  farm  loan  act,  so  far, 
has  been  developed  under  abnormal  conditions.  That  is  conceded. 
And  here  is  another  thought :  As  yet,  there  has  not  been  sufficient  nor- 
mal experience  to  base  any  fundamental  changes  on  in  the  act. 

We  all  know  that  $10iOOO  will  not  buy  as  much  now  as  it  did 
before  the  war.  We  all  hope  that  it  will  buy  more  hereafter  than 
mm;  and  after  a  due  length  of  time,  when  you  can  strike  a  balances 
and  reach  some  safe  conclusion  as  to  the  amount  of  the  depreciation 
in  the  purchasing  power  of  money  as  compared  with  the  ante-bellum 
conditions,  the  $10,000  maximum  oould  be  safely  increased  by  that 
percentage,  in  my  opinion. 

Senator  Gronna.  Liareased  to  what  percentage  ? 

Mr.  FiNVEY.  The  same  percentage  the  depreciation  in  purchasing" 
power  bears  to  ante-bellum  conditions. 

Senator  Owbn.  How  does  the  average  rate  of  earnings  of  these 
banks  compare  with  the  awa^B  rate  of  earnings  of  the  national 
banks?    Do  you  know? 

.  Mr.  FiNMiY.  I  do  not  know  the  average  in  the  case  of  national 
banks;  but  there  is  a  gentleman  here  who  will  follow  me  who  can 
answer  that  qnesticm  fully,  and  I  will  be  very  glad  if  jm  will  have 
him  do  80. 

Senator  Owen.  Do  you  know  what  the  average  ean^bog'of  tiieee 
banks  has  proved  to  be? 
Mr.  FiNLBT.  The  joint-stock  land  banks  9 
Senator  Owen.  Yes. 

Mr.  FiKiiET.  We  can  tell  you  that;  and  it  is  very  low. 

Senator  Owen.  We  want  to  know  what  it  is,  if  you  know  

Mr.  FiNXJsr.  Yes,  inr;  kas  than  3  per  cent  per  ammm  average. 
But  at  the  same  time  we  want  to  be  fair  in  that  statement  

Smator  Owen.  Thm  nati<»al  banks  earn  somewl^ro  around  10 
or  11  per  omt. 

Mr.1  ?'isvBT.  Many  of  them  far-more  than  Iteit.  Our  avvrage  per 
cent  per  aimiim  is  low  because  so  many  of  us  aire  quite  young  in  tiie 
business  yet  

SoaAtor  OwKir.  I  understand  that,  but  the  suggestion  is  made  in 
the  report  of  excess  profits,  and  I  want  to  know  what  the  facts  are? 

Mr.  Fmunr.  The  facts  are  tlbit  oxtify  one  bank  has  made  so  much 
as  11^  per  cent.  Tba^  is  the  maximum  made  und^  especially  favor- 
able oonditioBS.  The  Fed«?al  Fairm  Loan  Board  covers  tms  ques- 
tion of  earnings  very  effectivelv  in  its  annual  report,  which  I  under- 
stand bas  already  been  releaseo,  and  we  are  filing  witli  your  commit- 
tee a  complete  statement  lor  each  hank. 

Senator  Gtonka.  According  to  that  statement,  you  do  not  come  in 
e^Anpetition  to  any  great  extent  with  the  Federal  farm  banks? 

Mr.  FiNinT.  We  do  within  the  $10,000  limit;  but  we  have  volun- 
tarily limited  it. 
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S^ator  Gbonna.  I  thought  from  the  report  it  was  very  limited. 
Mr.  Fn»i»T.  Thirty  per  cent;  but  there  are  some  difficultieis,  largely 

administratiye.  , 

Senator  Owbn.  What  you  said  a  while  ago  was  that  practically 
to  per  xjent  of  your  loans  were  outside  of  the  limit  fixed  by  the  Farm 
Iioan  Board  on  the  ordinary  farm-land  banks  and  only  30  per  ceoi 
came  within  the  competitive  field.  Is  not  that  the  fact  ? 

Mr.  FiNLBT.  Yes,  sir.  I  also  said  that  we  had  voluntarily  re- 
stricted that  field  and  that  the  Farm.  Loan  Board  had  further  re- 
stricted it  by  its  rulings,  which  we  gladly  accepted.  In  total  amount 
of  loans  only  30  per  cent  of  our  loans  are  below  $10,000.  Our  average 
above  $10,000  is  only  $17,000,  and  our  average  of  all  is  only  $9,000. 

In  concluding  this  opening  statement,  we  wish  to  ask  the  commit- 
tee to  recall  the  bill,  if  it  wfll.  You  have  ahready  passed— this  com- 
mittee has,  and  I  believe  it  has  passed  the  Senate— a  bill  relieving 
the  Treasury  of  the  burden  of  the  support  of  the  farm  bureau,  and 
throwing  it  on  the  Federal  land  banks  and  the  joint-stock  banks. 
We  are  not  objecting  to  that  at  all;  we  know  of  no  objection  to  it 
whatever.  There  are  also  other  bills  pending  taking  out  some  of 
the  red  tape  in  the  operation  of  the  Federal  land  banks.  We  are 
not  objecting  to  that.  We  are  not  opposing  it;  we  are  not  fighting 
it.  If  you  leave  it  to  the  individual  farmer,  as  a  borrower  he  would 
ordinarily  prefer  our  system;  but  for  reasons  I  have  stated  we  do 
not  think  it  would  be  wise  public  policy  to  do  that,  because  localities 
that  need  loans  for  production  would  not  be  served  adequately. 

So  we  are  not  objecting  to  any  of  these  bills  by  which  you  are  try- 
ing to  improve  the  machinery  and  the  operation  of  those  banks.  We 
ask  that  you  bring  the  bill  back  and  treat  us  in  the  same  spirit. 

Senator  Hitchcock.  Will  you  not  let  me  ask  you  a  question,  re- 
verting to  that  concrete  case  you  specified?  That  farmer  went  out 
and  borrowed  $40,000  and  gave  a  mortgage  which  presumably  will 
pay  an  income  tax  to  the  Government.  Suppose  that  income  tax  is 
6  per  cent.  The  holder  of  the  $40,000  would  pay  to  the  Government 
$2,400  a  year.  Now,  the  Government  then  lays  that  $2,400  a  year 
income  aside  from  what  may  be  lost  to  the  State  or  the  county.  It 
has  only  cost  the  farmer,  you  say,  $2,000  to  get  it.  So  that,  in  order 
to  give  him  the  benefit  of  $2,000  over  a  period  of  five  years,  you 
have  sacrificed  for  the  Government  an  income  of  $2,400  a  year,  ac- 
cording to  the  present  tax  standard,  to  say  nothing  of  the  county 
and  the  State  and  the  city,  what  they  may  have  lost.  What  have  you 
to  say  in  regard  to  that  ?  .  , ,  « 

Mr.  FmuBY.  My  reply  to  that  is  this.  You  said  "presumably.' 
You  very  correctly  used  that  word,  because  it  is  a  notorious  fact 
that  very  few  of  these  mortgages  do  pay  any  tax,  and  it  is  ele- 
mental that  no  man  would  buy  a  6  per  cent  mortgage  on  which  he 
would  have  to  pay  the  whole  6  per  cent  to  the  Government,  and,  in 
addition,  local  taxes.  It  would  be  interesting,  indeed,  for  all  of  us, 
if  we  could  trace  that  transation  through  to  its  end,  and  find  out  how 
much  of  that  ^,000  this  farmer  had  to  pay  in  excess  ever  found  its 
WOT  into  angp'  public  treasury. 

j^nittor  Smoot.  You  loiow  6  per  cent  bonds  of  private  corpora- 
tions, of  undoubted  standing  in  the  world  financially,  are  genially 
•t  ft  preminm,  not  at  a  disooimt. 

Mr.  WmvBT.  They  are  selling  now  on  a  7  and  8  per  cent  basis. 
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Senator  Smoot.  Well,  right  to-day  j  not  when  these  joint-stock 
land  banks  were  first  organized. 

Senator  Norms.  I  do  not  know  whether  you  are  prepared  to  take 
it  up,  but  some  place  in  this  hearing  I  would  like  some  one  to  take  up 
this  proposition :  Suppose  that  the  committee,  after  this  hearing,  is 
still  favorable  to  the  bill  as  has  already  been  reported.  What 
method  or  what  law  can  be  passed  by  Congi'ess  that  will  save  you 
people  from  any  harm  or  damage?  Have  you  any  suggestions  to 
make  as  to  what  we  should  do  in  case  we  still  adhere  to  the  original 
action  of  the  committee? 

Mr.  FiNLEY.  I  intended  to  conclude  my  talk  with  a  reference  to 
that,  but  no  intention  to  suggest  any  arrangements  for  our  own 
funeral. 

We  do  not  ask  you  to  bring  the  bill  back  for  the  purpose  of  pro- 
viding some  reasonable  and  just  method  for  our  liquidation;  we  do 
not  want  to  be  liquidated.  We  are  doing  good  work.  We  know  it. 
We  want  to  go  on  and  should  be  permitted  to  do  so.  If  there  is  anv- 
thing  that  is  too  loose  in  this  act,  jon  can  tighten  it  up — improve  it. 
The  differences  between  the  two  banks  can  be  adjusted  on  a  reason- 
able basis  for  the  benefit  of  the  public — not  merely  for  the  benefit  of 
men  who  have  official  positions  in  one  and  men  who  have  their  own 
capital  in  the  other. 

So  we  are  not  asking  you  to  provide  means  for  our  liquidation; 
because,  if  it  should  ever  come  to  that  bad  end,  we  know  you  gentle- 
men represent  the  cherished  opinions  and  feelings  of  the  Nation,  the 
American  sense  of  fair  play;  that  justice  is  represented  here  in  this 
Senate,  and  that  after  having  been  invited  to  come  into  this,  and 
having  responded  and  invested  our  capital — aad,  what  is  far  more 
important  than  that,  made  commitments  to  farmers  for  loans  that 
if  not  made  will  upset  all  their  plans  for  productionr^hen  a  situa- 
tion will  have  arism  that  we  can  leave  to  your  fkim^  and  Sense  of 
justice. 

The  Chairmax.  You  are  doing  business  on  a  1  per  cent  margin; 
and  the  farm  land  banks  are  doing  business  on  a  1  per  cefit  margin. 
They  loan  money  at  5J  per  cent  Why  can't  you  ? 

Mr.  FiNurr.  ^ or  several  reasons :  First,  and  perhaps  as  imporfcfttit 
as  anything  else,  because  of  the  very  wording  of  the  act.  It  puts 
their  bonds  before  the  public,  so  as  to  give  the  impression  that  the 
Government  is  behind  them  to  a  greater  extiBnt  than  it  is  behind  tis. 
That  is  one  reason.  Another  is,  the  coguaranty  of  all  their  bonds  by 
ail  their  banks  is  ba^k  of  them  for  whatever  it  ia  worth.  That 
one  reason  they  sell  bonds  at  a  less  interest  rate  than  w  db.  flie 
bonds  of  both  banks  are  instrumentalities  of  the  Government  biit  it 
m  advertised  that  the  Government  has  stock  in  thfe  Federal  land 
banks.  They  had  advanced  to  them  nearly  $9,000,000  of  public 
funds  free  to  start  business  with  that  Will  be  returned  in  time.  There 
IS  no  double  liability  on  that  stock. 

t  ^^^i^rJL^iiS  '^^^  Vtiib&d  States  Treasurv  has 

bou^t  $1S5,000,000  of  their  bonds.  If  they  had  to  sell  bonds  as  we 
do,  they  would  have  to  charge  the  farmer  the  same  interest  or  pav 
hmi  less  m  dividends  on  his  stock. .  j  -      <  F 

Mr.  AuiBH.  Another  thin^  is  that  the  Federal  land  banks  are  al- 
lowed to  loan  twenty  times  their  capital. 
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.  ;Mr.  Fjcni«^.  Tes;  and  we  but  fifteen  times.  That  ia  another  good 
foason. 

The  Chaibmak.  That  would  not  tend  to  make  the  security  better, 
would  it? 

Ilr.  FiNUBT.  It  increases  their  power  of  income,  relative  to  ours. 
Ours  is  only  fijfteen  times  the  amoimt  ol  our  capitol,  and  they  are 
allowed  to  loan  twenty  times  their  capital. 

The  Chairman.  I  want  to  call  attention  to  an  extract  I  have  here 
from  a  hearing  before  the  House  committee  on  ^^ovember  13.  I  will 
read  it.  [Reading  from  p.  22  of  hearings  before  the  House  Com- 
mittee on  Bankmg  and  Currency,  Nov,  13 :] 

Mr.  Strong.  The  men  who  advanced  the  price  of  land,  in  my  judgment,  are 
the  weU-to-do  farmers  and  speculators  who  are  going  out  and  buy  more  land, 
because  they  have  an  estabUshed  trade  and  can  borrow  money,  because  they  can 
borrow  funda^by  reason  of  th^  wealth. 

Mr.  CoBKY.  That  is  true. 

Mr.  Strong.  And  they  put  up  the  prices  and  d^ive  the  little  fanner  of  the 

opportunity  of  owning  a  farm. 

Mr,  CoBKY.  I  think  that  is  correct. 

Mr.  SxBONG.  Tb&i  why  should  the  Government  issue  tax-free  bonds  in  order 
to  help  rl<^  mm  borrow  large  amoants  of  money? 

Mr.  Corey.  That  is  pretty  drastic  and.  very  properly  8peablng«  proper  oriti^ 
clsm  of  the  loans  throu^  the  Joint  stock  land  banks. 

Mr.  FiNiXY.  That  should  be  taken,  I  tliiiik,  in  oonnection  with  his 
statement  also  in  the  same  hearing,  that  <&ere  wiis  no  Ihnit  on  whal 
we  could  loan ;  but  I  have  just  shown  that  tiiere  is. 

The  Chairmak.  Well,  $50,000  now,  and  that  could  be  raised  at  any 
time.  Hiat  is  a  pretty  large  sum  of  money  to  be  loaned  free  of  tax. 
We  have  a  bill  pending  here  now,  introduced  by  a  iocmnber  of  this 
eoBubittee,  the  Senator  from  New  rork — ^Mr.  Galder — ^who  wants  the 
Ctovemment  to  permit  the  incorporation  of  building  and  loan  asso- 
ciations. The  purpose  is  to  furnish  money  to  the  poor  man  so  he  can 
build  a  little  home ;  and  they  want  to  issue  bonds,  and  they  want  those 
bonds  exempt  from  taxation. 

We  have  a  railroad  problem  on  our  hands  here,  in  which  we  limit 
the  income  of  the  roads  to  54  and  6  per  cent,  and  we  want  cheaper 
transportation.  The  public  is  just  as  much  interested  in  that  as  they 
are  in  farm  production ;  and  they  are  also  interested  in  having  a  poor 
man  have  a  home  of  his  own.  If  we  start  in  on  this  tax  exemption 
business,  where  can  we  fairly  and  justly  stop  it? 

Mr.  FiNLEY.  Mr.  Chairman,  I  can  not  possibly  answer  that  better 
than  by  quoting  an  expression  of  one  of  the  Justices  of  the  Supreme 
Court — not  on  that  particular  point,  but  on  another  point  in  the 
argument  on  the  constitutionality  of  this  act,  as  to  the  tax  exemption. 
It  is  on  that  question  of  tendency  and  how  far  it  was  an  issue.  The 
Justice  said  that  because  you  went  to  the  edge  of  a  precipice,  it  was 
not  necessary  to  jump  off. 

The  condition  in  regard  to  these  building  and  loan  associations  are 
entirely  different  from  what  they  are  in  the  agricultural  field. 

There  is  nothing  in  the  industrial  life  of  the  Nation  more  stable 
than  farm  lands.  While  the  value  of  the  cities,  as  a  whole,  is  in- 
creasing, there  are  large  sections  in  the  cities,  owing  to  the  fact  that 
the  real  estate  fashions  in  the  cities  change,  where  land  is  not  worth 
as  much  as  it  was  formerly.  There  are  in  New  York  City  to^ay 
buildings  bonded,  that  whw  they  were  bonded  were  bonded  mt  a  M 
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per  cent  basis ;  and  thev  wonW  be  glad  to  sell  them  now  for  the  bonds. 
That  is  becau^  of  subWay  changes,  and  new  avenues  opened  up,  and 
such  reasons;  that  it  is  tax-free  municipal  bonds  that  has  already 
made  through  public  buildings,  paved  streets  lighted  boulevards, 
extensive  parks'  life  in  the  city  so  attractive  that  people  from  the 
country  are  willing  to  go  there,  sleep  in  a  garret  and  live  on  a  crust 
rather  than  stand  the  isolation  of  the  country.        ^  , 

And  your  same  question  of  relativity  would  come  m  t^we  Would 
you  stop  at  New  York  or  Chicago  or  a  town  of  10,000  or  5,000  i  lake 
a  boom  town  or  a  mininir  town,  or  a  war  city,  hke  Hopewell  Va. 
It  would  open  up  untokf  difficulties;  and  from  the  bankers  stand^ 
point  of  safety,  securitv  alone,  it  would  be  extremely  ditticult  to  sell 
those  bonds  unless  the  Government  made  them  not  only  instrumen- 
talities, as  thev  have  ours,  but  actually  put  its  guarantee  back  of 
them,  which  it  has  refused  to  do  in  our  case. 

Senator  Hitchcock.  Will  vou  let  me  refer  to  that  $40,000  case 
once  more  ?  The  farmer  gets  his  $40,000,  and  $40,000,  approximately, 
of  tax-free  bonds  are  issued.  The  normal  tax  on  the  mcome  from  the 
$40,000  of  tax-free  bonds  would  be  $192  a  year.  Who  gets  the  benefit 
of  that  $192  a  year  that  the  Government  loses? 

Mr.  Fi>'LEY.*  The  normal  tax  on  that? 

Senator  Hetchcock.  The  interest  at  6  per  cent  on  the  $40,000  is 
$2,400  a  year,  and  tto  ncmnal  Government  tax  has  ad\  anced  now,  as 
I  recall  it,  is  8  per  emt  on  the  $2,400.  So,  that  the  Government 
actually  loses,  by  reason  of  that  tax-free  exempticm  clause  $192  a 
year.  Who  gets  the  benefit  of  itS 

Mr.  FiNLET.  The  Nation. 

Senator  Hixchcock;  Well,  who  primarily  the  ben^t  of  it? 
Is  it  the  farmer  that  borrowed  the  money? 

Mr.  FiNLET'.  I  take  it  so ;  incidentally  he  benefits. 

Senator  HrrcncocK.  What  reason,  in  principle,  is  there  for  giving 
that  farmer  $192  benefit  each  year  for  many  years,  or  giving  that  to, 
say,  10  m^n  in  a  city  who  want  to  borrow  $^000  apiece  on  little 
homes! 

Mr.  FiNMJT.  There  is  no  answer  to  tiiat  except  this  

Senator  Owes.  I  tiiink  there  is  an  amwer  to  it,  because  in  one  case 
this  $^,000  gpes  into  increased  productinHi  of  food  for  the 
Nation.  That  is  a  good  reason. 

Jfr.  FiNMrr.  Yes;  I  was  going  to  say  exactly  that. 

Senator  I&tchcogk.  Let  ns  see  about  that.  The  man  has  bor- 
row^ l^at  $40,000.  He  is  going  to  get  his  increased  production  of 
foods.  But  you  say  he  has  paid  $2,000  bonus  in  order  to  get  the 
$40,000.  Now,  in  order  to  do  that,  you  lose  to  the  Government  $192 
a  year  indefinitely  for  the  future. 

Mr.  FiNiiET.  But  a  farmer's  peace  of  mind,  like  everrbody  else's, 
is  worth  something  in  his  productive  capacity.  He  is  relieved  of  the 
worry  as  to  what  ne  is  going  to  do  at  tiie  expiration  of  five  years, 
and  what  he  has  got  to  pay  if  he  can  get  the  money  at  all  to  renew, 
also — — 

Senator  HrrcHCOGK.  Is  there  any  reason  why  that  farmer,  with 
the  security  so  good  as  that,  should  not  borrow  it  of  a  farm  loan 
bank,  without  any  individuals  being  in  there  to  make  a  profit  on  the 

transaction? 
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Mr.  FiNuanr.  I  have  already  tried  to  cover  that,  the  necessity  for 
a  dual  system,  but  that  point  is  going  to  be  gone  into  again  fully 
by  a  speaker  whom  I  wish  very  much  you  would  hear.  He  is  going 
to  cover  that  again,  also  what  the  actual  loss  to  the  Treasury  is.  It 
is  small. 

Senator  Smoot.  I  would  like  to  ask  a  question.    It  has  been  sug- 

fested  to  me  that  the  bill  ought  to  be  amended  in  this  particular: 
'hat  it  should  provide  that  the  contracts  that  have  already  been 
entered  into  by  these  joint-stock  land  banks  should  be  executed  on  the 
basis  of  existing  law.    Can  you  tell  me  how  many  contracts,  or  can 
you  estimate  how  many  contracts  are  in  existence 
Mr.  FiNLEY.  About  fifty-four  millions. 

Senator  Hitchcock.  I  think  Ave  would  have  to  go  further  than 
that.  I  think  if  these  gentlemen  have  gone  into  this  private  banking 
business  on  the  assurance  of  the  Government,  Congress  would  not 
shut  them  off  arbitrarily  with  what  business  they  have  done  and 
leave  them  so  that  they  are  going  to  lose  money  on  the  transaction. 
I  think  that  there  w^ould  have  to  be  found  some  way  of  liquidation. 

Senator  Smoot.  There  is  a  bill  now  before  the  committee  ■  for 
liquidation  of  them  that  will  take  care  of  that  in  every  way. 

Senator  Norris.  That  brings  us  back  to  the  question  that  I  asked, 
what  should  Congress  do  to  save  these  men  who  have  gone  into  the 
business  honestly?  I  would  like  to  have  that  matter  pretty  fulJ^ 
discussed — because  there  is  nobody  here  that  wants  to  do  an  injmy 
to  anybody,  and  we  concede  that  you  have  gone  into  the  business 
rightfully  and  lawfully.  But  it  does  not  necessarily  follow  from 
that  that  we  must  necessarily  let  that  law  stand  forever.  If  we 
repeal  the  law,  the  question  is  what  should  we  do  to  «ave  tibie  men 
that  have  gone  into  this  business. 

Mr.  FiNxiET.  I  can  not  answer  tiiat  now,  but  if  you  will  get  the 
bill  before  you  

Senator  Owes.  Is  the  bill  before  the  committee  now? 

The  Chairmak.  It  is  on  the  calendar  in  the  Senate. 

Senator  Smoot.  Mr.  Chairman,  I  wish  to  say,  as  author  of  the 
bill,  that  I  am  perfectly  willing  that  the  diahr  ^ouM  ask  unanimous 
consent  of  ^e  Senate  that  the  bill  be  resubmiti^  to  tile  committee. 
I  have  not  anything  in  my  heart  other  tiiaa  to  look  out  for  the  in- 
terests of  the  people  of  the  United  States— not  any  one  class,  but  the 
whole  of  the  people. 

Senator  Norris.  I  do  not  think  it  makes  any  particular  difference, 
bemuse  everybody  understands  that  we  will  not  pass  the  bill  until 
the  hearings  are  wrougfa,  but  I  am  willing  that  the  cbairman  should 
be  instructed  to  ask  unanimous  ccmsent  to  resubmit  the  bill  to  the 
committee. 

Senator  Grohka.  I  am  not  going  to  object  to  that,  but  I  will  say 
thib:  That  there  wiU  be  o&er  bills  considerd  along  with  the  Smoot 
bill,  and  I  do  not  believe  the  Smoot  bill  will  do  what  it  ought  to  do 
if  the  joint  stock  land  banks  are  to,  from  now  on,  pay  taxes  on  the 
bonds,  because  I  do  not  think  it  would  do  justice  to  them.  I  am  not 
saying  now  that  I  am  in  favor  of  the  continuing  of  the  joint  stock 
land  banks,  but  I  a  in  in  favor  of  at  least  exempting  the  bonds  that 
have  been  issued,  and  also  not  only  for  the  term  of  20  years,  but  for 
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the  entire  time  for  which  they  are  to  run,  that  must  be  *ftj£«i  care  of. 
I  have  perhaps  given  this  matter  as  mmk  study  as  anyone,  because 
I  have  been  at  it  a  long  time,  and  I  do  not  want  it  to  be  undiffstood 
that  the  Smoot  bUl  is  the  only  bill  to  be  considered,  h»o»ii09 
will  be  other  bills,  and  I  am  preparing  one  myself. 


which  provides  for  the  liquidation  of  the  banks;  That  bill  has  ba»a 
introduced  by  Senator  Smoot  It  does  not  se^m  to  me  tiiAtit  is  neeee- 

sarv  to  recommit  the  pending  bill. 

Senator  Gronxa.  No;  I  do  not  think  so. 

Senator  Norris.  I  do  not  think  it  makes  any  differeno^  except  on 
the  face  of  it  it  would  probably  indicate  a  little  more  fairness.  I 
do  not  care,  as  far  as  I  am  concerned,  because  the  same  result  is  going 

to  happen.  -r    i    i_  ^  , 

Mr.  FiNLEY.  As  our  time  is  limited,  may  I  ask  that  you  now  hear 

Mr.  Tray  lor? 

STATEMENT  OF  MR.  M.  A.  TKAYLOR,  PRESIDEHT  XIBST  SAYOTQS 

&  TRUST  CO.,  CHICAGO,  ILL. 

Mr.  Tratlor.  Gentlemen  of  the  committee,  I  am  president  of  the 
First  Savings  &  Trust  Co..  Chicago,  111.,  and  not  interested  in  the 
Federal  farm-land  banks  or  joint  stock-land  banks.  My  interest  in 
this  matter  is  that  of  a  citizen,  as  a  distributor  of  securities.  In  your 
report  you  say : 

The  acciinuilation  of  large  ajx.pri'ejrations  of  capital,  wholly  exempt  from  any 
and  all  forms  of  taxation,  is  wrong  in  principle  and  should  be  discontinued. 
The  large  taxpayers  will  graduaUy  absorb  these  bonds,  which  wiU  contribute 
nothing  to  the  support  of  the  Government 

I  affirm  that,  with  all  the  confidence  I  have  and  knowing  what  is 
actually  happening,  the  drift  toward  a  tax-exempt  class  in  this 
country,  since  the  income  tax  became  a  factor  in  security  ownership 
has  been  at  a  rate  that,  from  our  own  knowledge  of  what  we  are  do- 
ing in  our  own  institution,  is  amazing  and  alarming.  With  that 
admission,  I  present  myself  to  this  bill  with  this  thought  only :  Will 
the  passage  of  the  Smoot  biU,  relieving  joint  stock  land  bank  bonds 
from  exemption  from  taxation,  cure  the  evil?  What  will  fallow  the 
repeal  of  the  joint  stock  land  bank  tax  ex^ptionsJ 

The  Senator  has  suggested  that  a  bill  is  now  pending,  or,  rather,, 
that  pressure  has  been  brought  on  the  Land  Bank  Board  and  on 
Congress,  to  increase  the  limit  of  loans  to  be  made  by  the  Federal 
land  banks.  The  expressed  intentim  of  the  Senate  to  be  Isir  to  the 
joint  stock  land  banks  is  suffident  to  gearamtae  tbat  they  wmt  to 
fair,  and  that  is  my  purpose. 

Senator  SxooT.  Aro  you  in  &yor  of  tiie  inii^^uE»d  limits  ta  iBere^ 
the  limit? 

Mr.  l^TUHL  I  was  going  to  make  the  statttoieiit  that  if  the  jointr 
istock  land  banks  are  rendered  incapable  of  meeting  the  demaiul  for 
loans  of  ^5,000  and  $50,000  that  they  are  bow  making  the  pressure 
^vriU  be  so  strong  upon  Congress  to  increase  the  limit  of  loans  to  be 
tiiade  by  the  Fraeral  land  banks  that  it  will  be  impossible,  in  my 
ludgment,  to  resist  it 
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Senator  Gronxa.  Where  does  that  pressure  come  from? 

Mr.  TitAYioR.  From  the  farmers  ^^nselves. 

Senator  Gronna.  The  g^tleman  is  entirely  mistaken.  The  presi- 
dents  of  nine  of  the  Federal  farm  land  banks  are  opposed  to  the 
mcrease,  and  only  three  of  them  are  for  it  ' 

Mr.  Tratlor.  I  am  absolutely  in  accord  with  that  I  do  not 
think  it  should  her  

Senator  Gronna.  So  do  not  warte  your  time  about  that  I  am 
only  one  membw  of  the  committee,  but  I  think  I  can  say  that  there 
will  be  no  increase. 

Senator  Smoot.  I  want  you  to  correct  your  statement  that  the 
farmers  of  the  country  want  the  increase, 

Mr.  Trayix)r.  I  can  only  speak  of  those  I  know  about  They  do 
in  Illinois  and  Iowa.  ■ 

Senator  Norris.  I  think  the  pressure  will  be  just  as  he  says.  I  do 
not  agree  to  it ;  but  I  think  there  will  be  that  kind  of  a  pressure. 

Mr.  Trayix)r.  What  I  am  working  toward  is  just  this:  If  that 
does  not  follow,  then  I  have  an  idea  that  this  may  follow,  that  the 
States  themselves  will— as  South  Dakota  and  North  Dakota  have 
done — pass  their  own  tax-exempt  security  laws,  or  pass  their  own 
land-bank  laws,  that  will  permit  them  to  issue  tax-exempt  securities 
which  are  beyond  the  power  of  Congress  to  reach. 

Senator  Gronna.  In  order  to  be  correct,  North  Dakota  has  re- 
pealed the  law  exempting  mortgages  from  taxation^ 

Mr.  Trayix)r.  In  her  own  State? 

Senator  Gronna.  Yes. 

Senator  Smoot.  Utah  had  a  similar  law,  but  repealed  it,  and  }• 
think  every  State  that  tries  it  will  do  so. 

Mr.  Traylor.  Then,  if  neither  the  joint-stock  land  banks  nor  the 
Federal  land  banks  are  permitted  to  increase  their  loans— and  I 
hope  they  will  not  be— and  the  States  do  not  take  up  the  loans,  as 
South  Dakota  is  now  doing— has  already  loaned  over  $20,000,00Q, 
perhaps,  which  is  tax  exempt,  and  which  is  beyond  the  reach  of  Con- 
gress—the repeal  of  this  bill  would  go  just  as  far  toward  stopping 
tax-exempt  securities.  But  is  it  better  to  have  two  dasses  of  bank^ 
'  as  we  have  to-day,  responding  to  the  requirements  of  farmers  for 
land  development,  or  would  it  be  better  for  Congress  to  begin  now 
in  the  right  direction^  if  possible— and  this  is  the  thought  I  want  tp 
taring  to  you,  and  nothing  more  

S^tor  Suotrr.  Before  that,  may  I  ask  you  if  you  are  familiar  with 
the  average  amounts  loaned  by  the  Federal  land  banks! 

Mr.  Traylor.  I  had  read  the  statistics;  yes. 

Senator  Smoot.  The  St  Paul  bank  has  furnished  me  with  a  coni- 
I>lete  statement  showing  the  average  amount  loaned  out  of  thirtv- 
six  million  is  $2,500. 

Mr.  Trayu)r.  That  is  very  admirable,  and  if  they  can  keep  it  to 
that  basis  they  are  serving  the  people  that  need  help. 

Senator  Smoot.  Serving  the  people  that  Congress  intended  should 
be  served. 

Mr.  TRATiiOR.  But,  gentlen^en.  what  I  want  to  talk  to  you  about 
may  not  be  directly  on  this  bill,  but  it  is  the  danger  that  is  accumu- 
lating from  tax-exempt  securities  in  this  country.   You  are  talking 
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about  wliat  these  tax  exemption  securities  are.  A  man  with  an  in- 
come of  $5,000,  a  5  per  cent  bond  equals  6.17.  On  $11,000,  it  is  equal 
to  G.37. 

Xow,  then,  gentlemei^  ^'itli  the  income  tax  as  it  is — and  it  is  go- 
inp-  to  stay — and  this  says  nothing  about  the  local  taxes  that  escape 
juk  as  well,  but  Avith  the  income  taxes  where  they  are,  and  Govern- 
ment expenses  wliere  they  are  bound  to  remain,  this  becomes  a 
serious  que-tion  to  the  country,  this  multiplying  of  tax-exempt 
secui-ities;  and  it  is  time  now,  with  the  railroads  and  private  cor- 
porations demanding  and  requiring  securities  to  be  iloated,  that  we 
go  much  furtlier  than  simply  the  repeal  of  the  bill,  and  attempt  in 
some  way  to  reach  that  $()00,()00.000  of  municipal  securities  that  were 
issued  during'  tlie  present  year — millions  and  millions  of  road  bonds, 
school  district  bonds,  railroad  bonds,  and  every  character  of  city 
and  municipal  bonds  that  is  going  on  the  market,  and  that  we  know 
is  going  directly  into  the  asset  holdings  of  the  largest  taxpayers  in 
this  country  to  such  an  extent  that  it  is  going  to  be  absolutely  impos- 
sible to  finance  your  railroads,  to  finance  your  private  corporations, 
your  industrial  enterprises  of  any  character,  unless  that  is  stopped. 

And  my  thought  is  and  my  feeling  is — and  that  is  why  I  came 
here  at  the  request  of  these  gentlemen — that  you  can  not  reach  the 
evil  by  the  repeal  of  this  exemption  or  by  the  passage  of  this  bill, 
which  removes  the  exemption. 

Senator  Gronna.  Let  me  understand  you.  You  are  in  favor  of 
repealing  the  exemption  of  all  the  Federal  farm  loans? 

Mr.  Traylor.  Of  all  the  Federal  farm  loans  and,  going  beyond 
that,  I  mean  that  I  feel  that  the  tax  exemption  on  all  securities 
should  be  removed,  and,  of  course,  that  would  include  the  exemption 
on  the  bonds  of  both  types  of  land  banks.  But  unless  an  effort  is  to 
be  made  to  reach  municipals  and  others  which  constitute  the  great 
bulk  of  this  eyil,  it  will  be  of  little  importance  whether  the  exemp- 
tion remains  on  farm-loan  bonds  or  not.  Also  I  want  to  state  em- 
phatically that  it  would  be  wrong  in  principle  and  entirely  futile 
m  results  to  remove  the  exemption  on  bonds  of  the  joint-stock  land 
banks  if  the  exemption  is  still  to  apply  to  the  bonds  of  the  Federal 
land  banks.  To  get  at  the  great  amount  of  municipals  and  other 
exempt  securities  is  more  important.  But  probably  liiis  is  much 
harder  to  do— possibly  a  constitutional  amendment  will  be  necessary. 

Senator  Gronna.  Of  course  we  are  not  considering  that  now. 

Mr.  TnAxum.  I  understand. 

That  is  briefk  what  I  have  in  mind.  I  have  a  lot  of  tables  I  would 
like  to  file,  lliis  is  income  derived  from  tax-exempt  securities  in 
comparison  with  taxable  securities : 
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TAx-FBBac  V.  Taxabex  Bonbs. 

j1  U^Mttl$io»  comparing  income  from  tax-free  and  taxable  securities  under 

Federal  tncome-foof  rates  affeetk^  1919  i^ysome. 

(The  income  from  certain  United  States  Goverxunent  and  all  municipal  bonds  is  exempt  from  the  Federal 
income  tax.  I.  nder  the  income-tax  law  affecting  1919  Income  taxabm  bonds  are  sobject  to  taxes  raneine 
fr^4  percent  to  73  percent,  accordins  to  the  amount  of  income.  Th\9  table  has  been  compiled  to  show  the 
TMla  wmcD  taxable  Donds  must  return  to  equal  the  return  from  tax-free  bonds  yielding  from  3i  per  cent 
to  7  per  cent.  Example:  Individual  with  income  of  $50,000  purchases  a  taxable  bond  to  yield  6.52  percent 
His  tax  on  1919  mcome  from  this  bond  is  at  rate  of  31  per  cent  (normal  tax,  8  percent  plus  snrtaz  on  income 
between  $48,000  find  $50,000,  23  per  cent),  leaving  actual  income  of  4|  per  cent.  Rms  of  interest  given  at 
top  of  cdomns  represent  yield  from  tax-free  bonds.  The  equivalent  vields  from  taxable  bonds  are  given 
below  tor  various  amounts  of  income,  while  it  is  b^eved  that  the  figures  in  the  table  are  correct,  their 
MooraeyiBnotgnaianteedJ  * 
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Mr.  TRAnx)B.  I  have  here  a  memorandum  as  follows: 


Federal  farm  land  bank  and  joint-stock  land  bank  bonds  not  taxable.  Bonds 
bear  5  per  cent  interest — selling  at  present  time  to  net  4i  per  cent  to  the  in- 
▼eator. 

Municipal  bonds  sell  between  4.60  and  4}  per  cent.  These  bonds  are  exempt 
ttooL  all  inoeme  taxes,  but  are  sabject  to  personal  Kn^erty  taxes  in  meet  ^ 
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the  States.  Being  tax  exempt.  "eith^^^^Xf  f^^e^p^^oLTS^^^^^^^ 
are  admlBslWe  assets  in  compatlng  Inirested  capital  lor  me  puiv" 

^'"tiS  fS.I  land  bank  bonds  are  issued  up  to  twenty  toes  the  amomit  ^ 
their  capital ;  land  ba^  ,bon^^^^^ 

On  a  minimum  of  $2oO,000  capital,  the  *eaeiai    '^'^  ^     ^.      ^  ^ent 
$5,000,000  of  bonds.  Joint-stock  land  banks  $^7o0,0O0.  JJ'^J'JJ^ji.e^pederal 
nrofit.  tb«  annual  profit  on  minimum  capital  wOllld  be  ^.OUU  lor  me  r«u 
and  f»r,500  for  the  joint-stock  !f banks^  _  tax  free  i» 

eai^lo^r&%^e.nr  fai^e  t>S  W 

Tf  ?hP  intS?est  on  tS  bonds  were  made  taxable,  they  would  be  on  the 

«oo  rS>  For  eTiuple— estimate  selling  to  yield  5.50  per  cent-$55  equal  to  a 
fS'^e  bond  at  S  on4?50  ecTuld  stand  a  tax  of  $7.50,  which  is  oqiia!  to  13i 
S  S  of  8  per  cent  normal,  5  par  cent  surtax,  not  taking  mto 

SCSI'S  X  SnMsjrsi  =^"siti['?eii?S'«,3 

^v^nmOTt^^^^  are  tax  free  and  can  be  used  a^^  an  admissible  asset: 

Sfoorflis  per  cent  nontaxable  bond-$50.000  inco^^^ 

albeit  tax-6.88  per  cent;  4J  per  cent  "^^t^^^^le, ^^^^rSS^^S^ 
eoual  tol6  per  cent  tax-5.65  per  cent ;  4i  per  cent  nontaxable 
Kne  eaual  to  5G  per  cent  tax-mSO  per  cent ;  4i  per  cent  nontaxable  bond- 
i^9(^c^         eaual  to  «4  per  cwt  tax— 13.19  per  cent ;  41  per  cent  nontaxable 
£22Sw>^  i?^^  <^ent  tax-14.84  per  cent;  4f  per  cent 

^^^'^n6^m^  equal  to  71  per  cent  tax-16.38  per  cent; 

Sn^r  cent  nontaxable  bo»d-$l,000,000  income  equal  to  72  per  cent  tax- 
16.96  per  cent 

STATEMENT  OF  EVANS  WOOLLEN,  PBESIDEHT  FLETCHBE  JOINT- 
STOCK  LAND  BANK,  IHSIAVAPOLES,  IHB. 

Mr.  Woollen.  I  wish,  if  the  committee  please,  to  read  a  statement 
of  a  page  and  a  half  and  then,  without  comment,  to  leave  copi^  of 
the  statement  with  members  of  the  committee,  holding  myself  in 
readiness  to  answer  any  questions  which  the  commitee  may  "mm 

^^The  question  arising  from  Senator  Smoot's  bill  is  not  as  to  the 
expediency  of  maintaining  a  governmental  system  of  rural  credits; 
it  is  not  as  to  the  effectiveness,  generally,  of  the  Federal  farm-loan 

act:  it  is  not  whether,  in  view  of  the  change  in  conditions  since 
1910,  it  would  be  well  to  modify  the  tax  exemption  on  all  farm-loan 
bonds;  but  it  is  as  to  the  expediency  of  withdrawing  from  the  joint* 
stock  land  banks  the  privilege  of  issuing  tax-exempt  bonds. 

This  question  is  to  be  answered  not  at  all  with  reference  to  the 
wish  of  the  owners  of  the  joint-stock  land  banks  to  continue  in  busi- 
ness, l)ut  by  the  application  of  two  tests.  First,  at  the  joint-stock 
land  banks  so  functioning  as  to  constitute  them  a  helpful  part  of 
the  system  established  by  the  Federal  farm-loan  act  to  provide 
capital  for  agricidtural  development  and  to  equalize  rates  of  in- 
terest on  farm  loans;  and,  second,  if  the  answer  be  affirmative,  then 
can  the  joint-stock  land  banks  continue  to  function  without  the  privi- 
lege of  issuing  tax-exempt  bonds? 
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As  bearing  on  the  first  test,  the  following  facts  are  submitted: 
Nine  millions  of  private  capital  have  been  brought  to  the  service 
of  the  system. 

Loans  by  joint-stock  land  banks  during  month  before  last  were 
38  per  cent  of  the  total  under  the  system. 

The  joint-stock  land  banks  have  developed  their  business  without 
absorbing  any  considerarble  amount  of  business  that  would  other- 
wise ha^e  gone  to  the  Federal  land  banks  which  constitute  the 
"pther  part  of  the  system. 

The  joint-stock  land  banks  lend  only  for  agricultural  develop- 
ment, and  never  to  any  [borrower  more  than  15  per  cent  of  the  lend- 
•er's  capital  stock,  or  more  than  $50,000;  the  maximum  rate  of  in- 
terest is  6  per  cent,  and  there  are  no  commissions. 

The  joint-stock  land  banks  are  functioning  in  such  States  as  Vir- 
sima,  West  Virginia,  Louisiana,  Tennessee,  Minnesota,  Mcmtana^ 
Texas,  and  California,  as  well  as  in  the  com  belt. 

As  bearing  on  the  second  test,  the  following  facts  are  sulnnit^ied: 

Inasmiith  as  the  maximum  spread  between  the  mortgage  rate 
and  the  bond  rate  is  1  per  cent,  and  the  maximum  bond  issue  is  fif- 
teen timte^the  capital,  it  follows  that  the  gross  earning  can  n<^  ex^ 
•ceed  15  ptlr  cent  plus  any  realization  on  the  capital.  From  these 
maximum  gross  earnings  must  be  deducted  the  expenses  of  doing 
business  and  losses  on  acconht  of  unavailed-of  lading  eapadty  iuw 
«if  td&porarily  idle  funds. 

As  of  Norentber  30,  ldl9,  30  joint-stxx^  land  bants,  with  a  ^aid4il 
•capital  of  $8,638,650,  haTing  been  in  biisineas  for  periods  tangaig  up 
t9  Bl  mm^j^hfyW^  ^  pt^  of  $e2«,668.68,  being  Ht  thb  rate  of 
less  than  3  per  cent  per  annum.  Of  the  30  banks,  16  had  raad^  ttloAey^ 
11  had  lost,  and  3  were  even. 

The  joint-stock  land  banks  are  in  competition  with  mortgage  lend- 
'ers^  wmch,  to  a  large  extent,  as  in  ih^  case  of  insurance  companies 
«na  savings  banks,  do  not  pay  taxes  on  thdr  loans. 

As  bond  sellers,  they  are  in  competition  with  the  bOlions  of  Gov- 
,  smment  securities  and  the  billions  more  of  municipal  securities. 

If  the  committee  pleases,  I  would  like  to  leave  a  memorandum  with 
«ach  member  of  the  committee,  and  now  I  will  be  glad  to  answer  any 
questions  that  may  be  in  the  minds  of  Senators. 

Senator  Httchcock.  These  first  few  years  are  necessarily  not  very 
profitable? 

Mr.  Woollen.  Quite  so.  They  are  the  years  within  which  the  bur- 
den is  borne  of  putting  the  business  on  the  books,  and  it  is  for  the 
reason  that  the  years  are  not  normal  years  that  in  my  statement  I 
have  given  first  the  possible  earnings,  theoretically,  as  really  being 
more  significant  than  the  earnings  of  3  per  cent,  which  have  actiudly 
been  realized. 

Senator  Page.  Has  the  last  year  been  fairly  normal  in  its  condi- 
tions in  relation  to  your  lank  banks — ^the  joint-stock  land  banks? 

Mr.  Woollen.  Do  you  address  me  with  reference  to  my  bank? 

Senator  Page.  Well,  speaking  generally,  the  joint-stoc^  land  banks. 
Have  they  been  functionmg  or  acting  in  a  normal  way? 

Mr.  TVooiiLEN.  No.  The  banks  have  heesi  in  existence  up  to  31 
months.  More  than  half  of  them  have  been  in  existraioe  for  such  a 
brief  period  as  not  to  have  involved  their  really  getting  under  way. 

SemJbov  Pacwu  And  ^  prc^ts  for  the  last  year  have  becai  whatt 
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Mr.  WooLusN,  I  can  not  say.  The  profits  realized  throughout  the 
period  by  all  the  banks  have  been  less  than  3  per  cent. 
Senator  Pagb.  But  that  would  hardly  be  a  fair  way  of  stating  th& 

matter.  -r  j 

Mr.  Woollen.  As  I  understand  Senator  Hitchcock's  question,  I  dO" 
not  submit  that  as  a  fair  test  of  realization  to  be  expected  in  the- 
future.  ^ 

Senator  Hitchcock.  Could  you  make  any  estimate  of  what  the 
average  profits  would  be  over  a  period  of  10  years? 

Mr.  Woollen.  Our  own  hope  has  been  that  the  realization  would 
run  from  8  to  10  per  cent. 

Senator  Norms.  You  say  in  your  statement  of  the  30  banlcs  that  16 
had  made  money,  11  had  lost,  and  3  were  even.  Now,  of  those  16 
that  made  money,  what  time  had  they  been  in  existence?  In  other 
words,  I  want  to  find  out,  if  I  can,  from  you  whether  the  banks  that 
have  made  money  had  been  in  existence  Jonger  than  those  that  had 
not  made  money  ? 

Mr.  Woollen.  I  do  not  think  such  a  conclusion  can  be  drawn.  I 
bi^ve  a  statement  here  showing  the  earnings  of  each  of  the  30  banks. 
1%  will  be  found  on  reference  to  this  statement  that  the  first  of  the 
bimtks  to  be  organized  showed,  as  of  November  30,  imdivided  profits 
of  $33,000.  The  second  one  to  be  organized  showed  imdivided  profits 
of  $4,000.  Whereas  the  third  bank  organized,  organized  in  June,. 
1917 — ^the  one  of  which  I  am  an  officer — showed,  as  of  November 
» loes  of  $24,000.  Would  you  like  to  have  this  in  your  handt 
. :  Senator  Owen.  I  ask  to  have  it  put  in  the  record. 

Senator  Nraoixs..  If  you  will  pc^  that  in  the  veowd,  it  will  be  wmj 
illuminating. 

(The  statemrait  referred  to  follows:) 
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Mr.  Woollen.  I  will  not  detain  the  committee  further  unless  there 

are  further  questions. 

The  Chairman.  Senator  Smoot  desires  to  make  a  statement.  It 
will  be  impossible  for  him  to  be  here  this  afternoon,  and  therefore 
it  will  be  necessary  to  adjourn  this  hearing  until  Monday.  I  think 
it  would  be  well  for  the  gentlemen  who  have  testified  in  opposition 
to  the  bill  to  appear  here  Monday,  as  there  may  be  other  questions 
that  members  of  the  committee  would  like  to  ask,  and  some  of  the 
gentlemen  who  have  already  appeared  uiay  desire  to  make  further 
statements. 

Senator  Hendmison.  The  opinion  seems  to  be  that  the  Federal 
land  bank  is  for  the  benefit  of  the  small  farmer  and  the  joint-stock 
bank  is  for  the  benefit  of  the  larger  farmer. 

Mr.  Woollen.  I  would  say  that  the  act  is  neither  for  the  benefit 
of  the  large  or  the  small  farmer,  but  simply  for  the  promotion  of 
agriculture,  for  agricultural  development,  and  the  equalization  of 
farm  rates,  and  that,  to  the  end  that  this  purpose  be  achieved,  the 
two  instrumentalities  have  been  established  under  the  act,  one  of 
which  operates  more  largely  with  the  small  farmer  and  the  other 
9GU>re  largely  with  the  larger  farmer. 

Senator  Henderson.  Is  that  duato  the  amount  you  can  loan  under 
cue  act  in  excess  over  the  other? 

Mr.  WooMiEN.  The  fact  that  the  Federal  land  banks  serve  more 
largely  <«he  small  farmer  is  due  to  the  fact,  of  course,  of  the  liuiita- 
tiGon  in  considerable  part. 

Senator  Owbn.  And  Ukito  structured  l 

Jiftr.  WooLijBN.  Yes. 

Senator  Owxk.  The  structure  of  the  land-bank  act? 

Mr.  Woollen.  I  was  about  to  add  that,  the  instrumentality  estab- 
lished in  the  Federal  land  bank,  as,  of  ooiurse.  Senators  have  in  mind, 
ft  ax^Mrative  institution,  to  whidi  some  fanners  prefer  to  resort, 
whexeaa  c^liidr  farmers  prefer  to  resort  to  the  noncooperative  banks. 

Senakm  ifiranBUOH.  And  the  two  banks  are  for  the  purpose  of 
servingthe  same  function  and  of  giving  benefit  to  the  sBm&mam^ 

Mr.  WOou^BK.  Quite  so. 

S^tor  Hbkdebsok.  Then,  is  there  anjr  reason  that  you  know  of 
why  any  diff^woe  shosdd  be  made  in  this  act  between  ^  Federal 
land  banks  and  the  joint-stock  land  banks! 
.  Mr.  Woollen.  In  the  matter  of  limitatiim  as  to  amount! 

Senator  HENnmsoK.  Yes;  and  ezemp^on. 

Mr.  Woollen.  First,  as  to  difference  in  limitation— although  I  un- 
derstand from  the  statement  by  Senatoir  Oronna  that  that,  perhaps, 
is  not  a  live  question — I  would  see  no  reason  for  resbrieting  Federal 
land  banks  as  they  are  restricted,  excepting  the  few*  tliat  tiiey  are 
cooperative  institutions  into  which  borrowers  necessarily  have  to 
adventure  their  funds.   That,  I  take  it,  is  the  real  reascm  for  the 

limitation.  i  ^ 

In  answering  your  second  question,  I  see  no  reason  whatever  for 
the  withdrawal  from  the  joint-stock  land  banks  of  the  tax-exempt 
feature,  unless  it  be  established  that  they  are  failing  to  function 
as  a  helpful  part^of  the  system,  helpful  in  the  development  of 
agriculture. 

160907—20 — ^ 
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Senator  Norris.  In  other  words,  you  " 
to  tax  exemption  should  be  the  same  as  to  both  syst^»  ^ 
Mr.  WooiLn.  Yes ;  assuming  that  both  systems  are  helpful  m  ttte 
achieyement  of  the  primary  purpose.  thA  law 

Senator  Nomas.  Yes.   Then  would  you  be  willing,  if 

that  way,  to  place  the  same  restrictions  as  to  amount  aad  tt 
purpoTof  the  loan  upon  the  joint-stock  banks  as  on  the 

""tTw^^^SSi  for  myplf,  and  not  in  representatii* 

^^SJ&^Nowm.  Well,  let  me  ask  you  the  question  in  your  repre- 
saSSTTcapacity,  what  do  the  joint-stock  land  bank  men  say  on  that 
^sitionf  Ave  they  willing  that  the  same  l^^f  Jj^J^^^^^^^^^^^ 
applied  to  their  loans  aiui  the  purpose  for  which  the  money  can 
b£  ued,  and  as  to  the  daSB  of  persons  to  whom  they  can  loan  it,  and 
MtoSeiiLnmtthey  c.iilo«iM«  u^^^er  the  law  to  the  Fed- 

"w^WbiSSi^  the  Senator  plem,  I  prefer  that  that  question  be 
answered  by  the  chairman.  ^, 

Senator  Ow.  I  think  it  was  answered  a  little  while  ago.  ihe 
preradent  stated  tiiat  he  would  be       to  l»Te  it  lyppear  in  the  act 

Ife.  FmuBT.  As  to  purpose. 

Senator  Nasrai.  But  he  did  not  say  that  he  would  be  willing  to 
haVto  aU  these  Imutotums  applv  on  it,  but  as  to  purp(^e,  he  was  will- 
ing; and  I  judge  from  that  tbat  he  would  not  be  willing  as  to  the 
other  limitations.  That  is  not  the  only  diflewnce 

Mr  WooLLBN.  I  will  undertake  to  answer,  although  my  answer 
win  not  be  condnmve,  and  then  ask  if  Mr.  Finley  will  supplement  the 
answer  with  anything  which  he  thinks  wiU  better  represent  the  senti- 
ment of  the  joint^rtock  land  banks.         .  .  ,  ^  ,  ,    , ,    u  -n 

The  Senator  asks  whether  we  tlinik  the  jomt-stock  land  bante  wUl 
be  willing  if  the  limitalaons  on  the  two  kinds  of  banks  be  made  the 
^ame.  1^  answer  is  that  the  joinii-stock  land  banks  ought  to  be 
willing,  unless  so  to  do  wofold  make  it  impoeaible  for  them  to  tuno^ 
tion  usefully  and  profitably,  and  I  do  not  see  Ow*  It  would. 

The  question,  then,  ought  to  be  answered,  I  think,  exclusiyely  with 
reference  to  whether  by  identity  of  Ixmitalions  the  jHrimary  purpose 
of  the  act  could  be  best  achieved.  If  it  is  better  for  the  system  ttat 
the  Federal  land  banks  be  not  resected  otherwise  thtn  as  .the 
joint-stock  land  banks  are  restricted,  then  I  tiiildt-  the  lestnetacmB 
should  be  so  removed.  '  , 

Does  that  express,  Mr.  Finley,  the  view  ox  the  committee'  SO  fer 

as  you  have  it  in  mind  ? 

Mr.  FiNUET.  I  think,  Mr.  Chairman,  I  tried  very  hard  to  cov«r 
that  in  the  first  case,  and  the  time  is  so  very  short  I  will  devote  but 
a  sentence  or  two  to  it  now. 

I  take  it  we  are  all  agreed  that  we  are  willing  that  the  purposes  of 
the  act  be  made  very  plain  in  the  act,  that  we  all  be  held  to  it  on  the 
same  terms;  that  is,  both  the  joint-stock  land  banks  and  the  Federal 
land  banks.  Our  conception  of  the  legitimate  field  for  each  would 
not  necessarily  call  for  the  same  limitations  on  the  loans. 

Senator  Nobris.  Well,  now,  would  you  be  willing  that  the  joint- 
stock  Wd  banks  should  have  the  amount,  for  instance,  that  tJiey  can 
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loan  fised  the  same  as  is  fixed  for  the  Federal  farm  loan  banksi 
That  is  one  difference. 

Mr.  FntixT.  IdentieaUy  the  same? 

Senator  Kobsis.  Yes. 

Mr.  ¥miXT.  No,  sir. 

S^Stor  KoBBis.  Would  yon  be  willing  to  say  that  the  joint  stock 
I«ad  haitk  sAionld  lottn  to  mm  irho  ue  only  actnally  living  on  and 
cukivttlaig  the  landf 

Mr.  tmtmt.  Fwt^c&y  wiSing  in  thttt  respect  for  them  to  be 

identicid. 

Senator  N<»ms.  Well,  is  there  ai^  o^iot  difference  except  as  to 
imount  that  you  tJimk  ought  to  remain  between  the  two  scysteinsf 

Mr.  Finley.  Just  offhand,  I  do  not  recall  fliat  thete  is. 

Senator  Norkis.  And  you  would  be  Willing  to  have  ine  law  dian^ 
if  it  remained  so  that  the  joint  stodc  bank  should  be  identicid  With 
the  farm  loan  bank  except  as  to  the  amount  of  tJie  loan? 

Mr.  Finley.  As  to  the  general  purpose.  Of  course,  the  function 
is  different,  because  it  is  an  entirely  different  organization. 

Senator  Norris.  I  know  you  have  different  men  and  a  different 
organization,  but  that  does  not  quite  answer  my  question.  Do  you 
want  any  other  difference,  as  far  as  the  law  is  concerned  ?  You  still 
have  a  different  organization,  it  is  true,  but  do  you  want  to  be  placed 
on  a  basis  that  is  absolutely  on  an  equality  with  the  Federal  farm 
loan  bank  in  every  respect  excepting      to  the  amount  of  the  loan 

that  you  can  make ?  ,     •         i  i. 

Mr.  FiNiax.  We  would  be  deddedly  the  gamers  by  it  if  that 

were  so. 

Saiator  Norris.  Well,  that  still  is  not  quite  an  ans^ef .  I  am  not 
questioning  whether  you  would  be  a  gainer  or  a  loser,  but  whether 
you  would  be  satisfied  if  the  law  were  changed  in  that  way. 

Mr.  FiNiiET.  Personally,  yes.  I  am  only  authorized  on  that  to 
say  for  the  association  that  we  have  no  objection,  as  I  have  already 
said,  to  the  rules  and  regulations  issued  by  the  Farm  Loan  Board 
that  holds  us  practically  to  tJie  same  purpose  and  to  the  same  kind 
of  a  faiSner.  And  we  are  perfectly  willing  that  that  should  go  into 
the  law  and  be  legal.  That  is  atf  far  as  I  am  authorized  to  go  for 

B  is  toe,  as  I  understand  it,  to  adjourn,  but  there  is  a  formal 
statement  we  woifld  like  to  have  our  secretary  make  before  you 
adjourn,  and  we  are  onziotis  that  the  Senators  who  are  hrare  should 
hear  thn. 

mAtmEEtn  w  ke.  w.  w.  poweix,  secretary  of  the  axebi- 
GMT  jmooAum  ot  mmMifX.  labs  babks. 

The  joint-stock  land  banks  petitions  your  committee  to  rec(msider 
its  recommendation  that  Senate  bill  3109  pass  withOttt  amendment, 

and  respectfully  submits  herewith  its  reasona 

This  bill  amends  section  26  of  the  Federal  farm  loan  act  so  that 
farm  loan  bonds  issued  by  joint-stock  land  banks  Would  no  longer 
"  be  deemed  and  held  to  be  instrumentalities  of  the  QoVetiunent  of 
the  United  States."  and  would  become  taxable;  the  bonds  Msued  by 
Federal  land  banks  remaining  as  now,  tax  free.  This  bill  amends 
the  act  in  no  other  particular. 
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Three  parties  at  interest  are  to  be  considered  in  discussing  any 
proposed  amendment  to  the  Federal  farm  loan  act.  These  parties 
are  (1)  the  public,  (2)  the  borrower,  (3)  the  money  lender. 

The  public  interest  in  agriculluie  is  greater  even  tlian  that  ot  tue 

The  borrower's  interest  in  the  maintenance  of  an  adequate  and 
efficient  system  of  farm  credits  is  second  only  to  that  of  the  public. 

The  banker  has  a  veiT  considerable  interest  m  the  farm-credits 
system  and  the  laws  creating  and  regulating  that  system,  but  con- 
venience of  the  monev  lender  is  the  last  thing  to  be  considered,  and 
the  profit  to  be  permitted  need  be  only  sufficient  to  make  certam  that 
private  capital  will  enter  the  field  of  regulated  farm  finance  and  un- 
dertake to  perform  the  service  contemplated  by  the  act. 

JointrStock  land  banks  recognize  that  their  ri^ht  to  exist  m  their 
present  form  and  their  right  to  exercise  the  privilege  of  issuing  tax- 
exempt  farm  mortgage  bonds  granted  by  the  farm-loan  act  are  predi- 
cated  upon  the  assumption  that  they  are  performing  a  public  service, 
important  to  the  general  welfare. 

It  becomes  important,  then,  to  consider  vnat  is  me  public  mterest 
in  this  new  system  of  farm  credits  before  proceeding  to  anwed  the 
law  creating  the  system.  ^ 

By  way  of  correcting  the  record  and  clearing  the  atmosphere  of  a 
doud  of  misin^innalion,  so  that  oon^deration  of  this  matter  may 
proceed  without  prejudice,  we  desire  to  correct  the  record  and  to 
sohmit  dSxAni  data  which  will  remove  to  a  laree  degree  the  mis- 
miderstanding  of  the  conditions  and  misappr^ension  as  to  the 
facts. 

FirEtt  It  is.  not  the  fact  tiiat  any  joint-stock  land  Dank  has  made  a 

Srofit  of  30i  per  c&sAj  as  1^  been  stated  on  the  floor  of  the  Senate, 
[either  is  it  true  that  any  bank  has  made  a  profit  of  20  per  c^t 
Most  of  these  banks  as  yet  have  ^own  no  profit  There  is  no  oppor- 
tunity for  any  joint-stoA  land  bank,  with  the  interest  rate  limited 
by  the  act  to  6  per  cent  and  with  turnovers  of  capital  limited  to  15 
times,  to  make  an  excessive  profit.  It  has  not  been  done,  and  it 
can  not  be  done.  There  are  no  official  records  in  the  office  of  the 
Farm  Loan  Board  or  other  authentic  figures  anywhere  available  to 
warrant  such  statements  as  have  been  made  regarding  "  excessive 
profits."  We  are  filing  as  exhibits  on  this  point  a  memorandum  of 
the  Farm  Loan  Board,  and  also  a  table  setting  forth  the  gross  in- 
come and  disbursements  of  each  bank  as  shown  by  the  records  of 
the  Farm  Loan  Board.  I  refer  to  Exhibits  Al  and  A2.  [Filed  in 
Mr.  Woollen's  statement.] 

Second.  There  are  not  now  pending,  and  never  have  been  pending 
at  any  time,  100  applications  for  joint-stock  land-bank  charters,  as 
has  been  stated  on  the  floor  of  the  Senate  and  widely  quoted  and 
circulated  to  the  prejudice  and  injury  of  these  banks.  Neither  have 
there  been  pending  at  any  time  a  large  number  of  charters  for  joint- 
stock  land  banks.  At  the  time  this  statement  was  made,  July  1,  1919 
(see  Congressional  Record,  p.  2260) ,  only  21  banks  had  been  chartered 
and  only  one  application  for  charter  was  pending.  We  are  filing  as 
Exhibit  B  a  coipy  of  a  1^^  irom  the  secr^ry  of  the  Fann  Loan 
Board  on  this  point. 

Third.  It  is  not  the  fact,  as  has  been  stated  on  the  floor  of  the 
Senate  and  as  was  stated  before  the  HaHse  Gmmil^  m  Bmk 
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and  Currency,  that  there  is  no  limit  to  the  amount  a  joint-stock  land 
bank  may  lend  to  a  single  individual.  A  ruling  of  the  Farm  Loan 
Board  fixed  a  limit  of  $50,000.  We  are  filing  as  Exhibit  C  a  copy  of 
the  ruling  of  the  board  on  this  point. 

Fourth.  It  is  not  the  fact,  as  has  been  stated  on  the  floor  of  the 
Senate  and  as  was  stated  before  the  House  Committee  on  Banking 
and  Currency,  that  joint-stock  land  banks  may  lend  money  for  any 
purpose.  Bv  a  ruling  of  the  Farm  Loan  Board  the  loans  of  joint- 
stock  land  banks  are  limited  to  agricultural  purposes.  The  same 
ruling  imposes  upon  these  banks  responsibility  for  seeing  that  such 
loans  are  not  put  to  other  purposes,  under  penalty  of  forfeiture  of 
their  charters.  In  support  of  this  we  call  attention  to  Exhibit  C 

Fifth.  It  is  not  the  fact  that  these  banks,  limited  as  they  are  to 
a  6  per  cent  interest  rate,  can  continue  to  operate  and  serve  the  pur- 
pose of  the  act  if  they  are  denied  the  privilege  of  issuing  tax  ex- 
empt bonds.  They  might  continue  if  the  6  per  cent  limit  on  the  in- 
terest rate  were  removed,  but  to  remove  that  limit  would  be  to  defeat 
the  purpose  of  the  act,  namely,  to  reduce  and  equalize  rates  of  interest 
so  that  agriculture  as  an  essential  industry  may  have  the  benefit.  In 
snppcMTt  of  this  statement  I  refer  to  a  letter  put  into  the  record 
thffi  morning  which  was  sent  out  by  the  Farm  Mortgage  Brokers 
Association,  and  in  which  it  is  declared  in  effect  that  land  banks 
can  not  ocHidniie  to  make  Umm  «t  low  rates  of  intacest  if  tbeir  btnids 

are  subject  to  tax.  ,  ,    ,  • 

Sixth.  It  is  not  the  fact  that  joint-stock  land  banks  enjoy  privi- 
leges which  threaten  the  existence  of  the  Federal  land  banks.  In  no 
essential  particular  is  there  an  advantage  enjoyed  by  the  jomt-stock 
land  banfa.  On  the  contrary,  in  two  important  particulars  Federal 
land  banks  have  tremendous  advantage  over  the  jomt-stock  land 
banks.  These  particulars  are  found  in  the  purchase  of  Federal  land 
bank  bonds  by  the  United  States  Treasury  and  in  that  provision  of 
the  act  which  permits  the  Federal  banks  to  Iraid  money  to  the  amount 
of  20  times  their  capital  stock  instead  of  <mly  15  times  the  capital, 
as  is  the  provision  applying  to  jomt-stock  banks.  We  are  fiKng 
as  Exhibit  E  a  circular  issued  by  the  National  City  Co.,  of  New 
York,  showing  how  the  bonds  are  certified,  engraved,  advertised, 

and  marketed.  .  x  « 

These  statements  are  made  at  this  time  because  it  seems  toat  all 
argument  in  support  of  Senate  bill  3109  is  based  upon  misinforma- 
tion, and  because  it  seems  unwise  and  unprofitable  to  attempt  fair  and 
unprejudiced  consideration  of  this  bill  until  this  much  of  the  record 
is  corrected. 

With  all  Europe  clamoring  for  food  and  looking  to  America  for  its 
food  supplv,  and  with  the  cost  of  food  products  in  the  United  States 
constantly  "increasing,  it  seems  strange  indeed  to  find  at  such  a  time 
.  a  tendency  on  the  part  of  some  to  consider  the  farm  loan  act  solely 
or  at  least  chiefly  with  reference  to  its  influence  upon  the  Govern- 
mciit's  rGVcnues.  * 
In  its  title  the  Federal  farm  loan  act  is  described  as  one— 

to  provide  capital  for  agrlculttiral  develc^ment,  to  create  a  standard  form  of 
investment  based  upon  farm  mortgages,  to  equalize  rates  of  interest  upon  farm 
loans,  to  fumisli  a  market  for  United  States  bonds,  to  create  Government  de- 
positaries and  flnanclfti  agents  for  the  United  States,  and  for  other  purposes. 
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ml^l&^^  intewrt  in  the  production  of  food  and  evervthinff  that 
Z  lv^itT  '^^fifL^F  ^^^^  in  the  food  supply  is  paramount 
Innn  o^  otW  uiteHSst  in  Ow  matter.  Were  this  not  so!  the  farm 
mS«r  i  present  provisions  never  would  have  passed  Con- 

St?,*i^fS  f  ^^^^^O'lW  have  been  ioint  stock  land  banks;  there 

^  h^d  ^  tax-exempt  farm  mort 

^1  ^'t*^?  farmToan  act  is  to  increase  agricul- 

Sn?wf  pric^.**^*  ^  "^^y  ^^^^  t'^^'^'y  «f  food  *t 

27^Q1*9''^'">2J  Saturday  Eveninfr  Post,  of  the  dnte  of  December 
fhl  ifi!^]?'''"^.!^!?'''  ^"^^  Administrator  .hiring  tlie  w^r,  aM 
the  recogmajd  authority  on  the  world's  food  sui>ply,  lays- 

C^n<r^dTr^^n^t'':i  ^-^^dy  pace  with  our  output  We 

^asSi^MilaSS?^  nL"fltifJ  '^"UP  ^''^^^  production  without  the 
.  aster  ^te  our  firesides.  Therefore,  sud.len  disturbance  is  Oi^ 

alsr^  ^  ^^"^  ^"""^"^  ^""^^      ^^^'^  «wvfir 

thJ^^rf^*"!**  situation  is  such  that  all  our  food  stuffs  wUi  aaafn  hit  nmM  u 
?n  ?hi  <S  *?      ''i"^^*^         without  starvation.  ™*  ^  " 

Speaking  m  Chicam)  before  the  annual  convention  of  the  Vsso 

countries  in  thngCTeaS  ^^M^  ^Sf concerned.  European 

per  cent  of  their  p^?^no^^o^h.Tf  ^^^^          than  70 

and  Italy  will  be  f^  Sec^X  riiffinSf  Poland.  Austria  proper, 

western  Eorop^' naS  Will  be'"^^^  and 

oewah  and  meat  prodncte.           corppeUed  to  lin|K>n  Uuger  anaatltles  of 

Later,  in  the  same  address,  Secretary  Houston  savs: 

tionTdC'^fnvoTeThe  ^xpStu^oft  ^S*^,        Tl^f  ^  >^  ^^^^  P'-^ue- 

propaganda,  but^  acwtemttair      ^  L«  I  ""^  ^^^^^^      "^e  land 

countryside\vhich^yilfSf?5s1bSLI;2l  improvement  of  the 

expansion  of  farmiug  inevitable.  0*         unnecessary  and  the 

n/^h!"^    H^T  ""^^^       public  servants  we  find  a  statement 


banlcs  have  received  applications  for  a  total  of  more  than  $50,000,000 
of  loans  (a  large  proportion  of  which  are  to  be  used  by  tenant  form- 
ers to  buy  their  first  or  to  finanoa  the  farming  operations  of  the  1920 
season)  and  which  have  beffli  inspected  and  approved  by  the  Farm 
Loan  Board,  and  which  wwa  to  have  been  closed  by  March  1  of  this 
year,  but  which  can  not  be  made  and  will  have  to  be  canceled  if  this 
bill  becomes  a  law.  The  inability  of  the  joint  stock  land  banks  to 
close  these  loans  will  embarrass  thousands  of  farmers  and  curtail 
agricultural  production  in  22  States;  for  the  embarrassment  is 
not  alone  to  the  bwTowers,  but  involves  a  chain  of  transactionk 
between  farmers,  averaging  from  three  to  five  transactions  for 
every  loan  applied  for.  The  applicants  for  these  loans  will  be 
Pw»d  again  at  the  mercy  of  the  old-style  farm-mortgage  brokers 
and  again  will  have  to  pay  higher  rates  of  interest,  plus  exorbitant 
commi^ion  charges,  if  indeed,  they  are  able  at  this  late  date  to 
secnre  loans  on  any  terras  in  time  to  be  used  in  this  year's  agricul- 
tural operations. 

Ewdence  that  interest  rates'ior  such  loans  will  be  advanced  is  not 
wanting.  The  following  letter  was  sent  out  under  date  of  December 
16, 1919,  by  one  of  the  largest  and  most  active  farm-mortgage  bank- 
ing eoneeniB  ni  Iowa: 

.  lA,  JK  A|i9i%  KcmMwi,  H.  F.  Eohling,  Vice  PrMldwl;  A.  W.  Vsaett  Seeretarr- 

Treasarcr.]  — »    -»  # 

ANNIS  &  ROHLING  Co.,  FaRM  MORTGAGE  BANKERS, 

Sit  TrimtUB  Budding,  Siouw  City,  Iowa,  December  16,  1919. 

Obnixbmen:  We  have  received  word,  officially,  that  all  joint-stock  land 
banks  will  be  unable  to  finance  tlieir  March  1  bustoesa,  owing  to  inability 
to  float  their  bonds,  .ind  in  consequence  $15,000,000  loans,  which  they  have 
already  accepted  in  Iowa  and  Nebraska,  will  be  thrown  on  the  market  again. 

"We  are  getting  word  to  all  of  our  field  men  to  immediately  follow  up  any 
and  aU  choice  loans  that  have  been  sent  to  the  joint-stock  banks,  whether 
accepted  by  said  banks  or  not,  and  go  after  them,  and  none  of  the  banks 
will  be  able  to  make  tbeae  loans,  and  8t>pUcations  and  papers  will  be  returned 
to  the  borrowers. 

No  doubt  you  have  in  your  testimony  quite  a  bunch  of  this  class  of  business 
and  would  be  our  idea  that  you  telephone  the  parties  immediately  and  arrange 
to  make  their  loans.  You  will,  of  course,  accept  only  the  choicest  business, 
m  our  company  will  scrutinize  car^ly  any  and  all  loans  originally  submitted 
through  that  source.  o      ^  i.^* 

Yours,  truly, 

ANNIS  &  ROHUNQ  Oo., 

B.  L.  BAKsaa,  Umamgvr. 

This  letter  assumes  large  importance  when  read  in  octfinection 

with  the  affidavit  of  E.  F.  Hiscoeks,  of  Guthrie,  Iowa,  as  to  rate 

of  interest  asked  and  commission  required  by  the  Annis  &  ^UA^ntt 

Co.  IwiUzieadto  yinithie  aflidAv^wfcidiisasfollDws: 

StATB  or  Iowa, 
'    €wtMf  of  09ims,  8t: 

I,  m  F.  BIscecks,  being  first  duly  swoni,  hereby  state  that  I  was  asked  a  rate 
of  interest  of  6  per  cent  and  a  conuuisslim  <tf  10  per  eent  for  a  loatt  with 
Annis  4i  B«mag  Oo, 

.  ,  (Signed)         E.  F.  Hiscocks. 

Signed  and  sworn  to  before  me  a  notary  putdic  in  end  for  Gotlurie  Ciounty  • 
Iowa,  this  2l8t  day  day  of  December,  1919.  — 

■"  ,      ■  (Signed)         A.  M.  Fatan, 

'  Notary  Public 
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I  also  read  a  letter  from  the  president  of  the  First  National  Bank 
of  Montezuma,  Iowa,  referring  to  the  past  practices  of  tim  Titi» 
Loan  &  Investment  Co.,  of  Coo^sll  BUb,  Iowa: 

Wnm  Naxkhtal  Bahx, 

O.  F.  SCHEE, 

Des  Moines,  loua. 

D£AB  Sib:  I  understand  there  is  some  legislation  against  Government  land 
banks.  Any  change  in  this  law  would  be  a  bad  thing  for  the  farmers,  as  for 
fh«  tMt  aeymH  years  companies  like  the  Titos  Loan  &  Investment  C9o.  lutve 
be«i  charging  the  farmers  3  per  cent  to  6  per  cent  csdi  commUMdott  fbr  a 
five-year  6  per  cent  loan,  and  as  high  as  2  per  cent  commission  for  an  extension 
of  a  loan  for  one  year.  This  would  be  at  the  rate  of  10  per  cent  for  five  years. 
I  am  inclosing  you  a  few  letters  showing  the  commission  charged  for  years  by 
certain  loan  companies  in  this  State.  I  have  seen  this  same  firm  charge  as 
as  1^000  cash  oimimlaBloB  Cor  a  920^000 1MB. 
Ymy  tndy, 

(Signed)        m  D.  IUtsdbn,  Preaident. 
Referring  to  the  borrower's  inter^  we  see  that  the  public's  in- 
terest and  the  borrower's  interest  are  om,  and  at  this  point  we  begin 
to  understand  that  it  is  the  public  and  Hhe  borrower  who  get  uie 
benefit  of  the  tax  ex^ption  and  not  tbe  bankw. 

We  are  now  able  to  appreciate  that  it  would  be  exceedingly  unwise 
for  Congress  to  enact  any  legislation  at  this  tame  which  would  make 
it  mipossible  for  the  joint-stock  land  banks  to  make  the  loans  they 
have  contracted  to  make.  Soeh  action  should  be  considered  not  as 
to  the  mconvenience  that  would  be  put  upon  the  banks  but  with  ref- 
erence to  the  hardships  and  irreparaUe  injuries  that  would  be  in- 
flicted upon  the  thousands  of  fanners  who  are  depending  upon  the 
loans  which  have  been  promised  them  by  the  joint-stock  land  banljs, 
and  which  have  been  approved  by  the  Farm  Loan  Board,  but  which 
these  farmers  can  not  reodive  if  Senate  bill  3109  becomes  law. 

To  show  how  great  and  how  widespread  the  embarrassment  to 
fw-pers  would  be  we  are  filing  a  table  showin^r  the  purposes  for 
which  jomt-stock  land  bank  loans  have  been  made,  and  from  which 
the  estuaate  is  made  that  $54,000,000  of  loans  now  applied  for  and 
proved  can  not  be  closed  if  this  bill  is  passed.  I  will  call  this 
JJiXlubit  I.  By  this  table  it  is  shown  that  out  of  $53,000,000  of  loans 
alPBa<Jr  made,  over  $14,000,000  have  been  made  to  farmers  buyinff 
ttimr  first  land,  more  than  $4,400,000  for  improvements  and  $11,359, 
UW  for  the  purchase  of  additional  land,  while  $23,200,000  of  the 
total  was  for  the  purpose  of  paying  existing  indebtedness. 

^ow,  m  the  interest  of  the  general  welfare,  the  f armr  is  urged 
to  acoderate  his  operations,  using  the  language  of  Secretary  Hous- 
ton. lUe  Secretary  had  in  mind  that  the  farmer  should  adopt 
modem  methods  such  as  power  farming  and  the  introduction  of  all. 
manner  of  labor-saving  devices  in  order  that  the  scarcity  of  farm  la- 
bor imd  the  high  cost  of  such  farm  labor  as  is  available  might  not 

Si^^T  tP''''^^''?^'^^-         ali  these  modem  devices  reqwre  the 
mvestment  of  capital. 

iJP*®  *»™er  has  asked  for  more  capital,  for  Ioniser  terms,  and  for 

^%'>f*^f  ^™  was  drafted  and  pkcS 

upon  the  statute  books  after  an  exhaustive  study  of  the  systems  of 

l^llull^  '1  ^^^^  «lder  counties  of  E^iS^  U 

Jven  a  tS  tim/       """^^  i^""^  '^'y  dwelle^who^ 

even  at  that  tune,  were  complaming  against  the  rapidly  risinR  cod 
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of  livu^.  But  during  the  two  and  one-half  years  since  the  farm 
loan  Mthas  been  m  operation,  there  have  been  no  normal  condi- 
U<«ttS._  The  ^reat  WkM  War  has  disturbed  all  economic  and  in- 
du^aial  rdations.  Just  what  eflFect  the  farm  loan  act  might  have 
tm.  upon  the  C(»t  of  living  under  normal  conditions  it  is  quite  impos- 
able  to  detennine._  However,  it  is  not  difficult  to  understand  that 
It  Jias  had  a  considerable  influence  upon  the  food  supply  of  this 
country  and  the  food  supply  of  the  world.  We  do  know  that  the 
American  farmer,  adequately  financed,  was  able  to  and  did  respond 
to  the  urge  of  the  Government  that  he  increase  his  production. 

Ihe  demand  of  the  farmer  was  for  relief  from  high  interest  rates 
and  exhorbitant  commission  charges.  It  is  not  necessary  to  go  into 
detail  as  to  conditions  so  familiar  to  all,  but  it  may  be  important 
to  recite  in  general  terms  what  were  the  prevailing  interest  rates 
on  farm  land  mortgages  in  different  sections  of  the  country.  The 
rates  vary  from  5.3  per  cent  to  10.5  per  cent. 

In  New  England  group,  the  lowest  rate  was  5.3  per  cent  and  the 
highest  6.2  per  cent.   That  was  the  average  in  those  States 

In  the  Middle  Atlantic  States,  New  York,  New  Jersey,  and  Penn- 
sylvania, 5.6  per  cent  to  5.8  per  cent. 

In  the  East  North  Central  States,  that  is,  Ohio,  Indiana,  Illinois, 
Michigan,  and  Wisconsin,  the  rate  was  5.8  per  cent  to  7.1  per  cent. 

In  the  West  North  Central  States,  Missouri,  North  Dakota,  South 
Dakota,  Nebraska,  Kansas,  Minnesota,  and  Iowa,  from  per  cent 
to  8.7  per  cent. 

In  the  South  Atlantic  States,  from  5.6  per  cent  in  the  State  of 
Delaware,  where  the  rate  was  lowest,  to  9.6  per  cent  in  Florida. 

In  the  East  South  Central  States,  Arkansas,  T^iii*fii^T«n^  Oklahoma, 
and  Texas,  from  8.4  per  cent  to  9.6  per  cent. 

When  we  come  to  the  mountain  States,  Montana,  Idaho,  Wyo- 
mmg,  Colorado,  New  Mexico,  Ai3«nia  and  Utah,  the  xwtes  run  from 
8.9  per  cent  to  8.7  per  cent. 

In  the  Pacific  States,  Washington,  Qx«gon,  GaUfomia,  from  7.6 

per  cent  to  8.7  per  cent. 

These  rates  do  not  indicate,  howevw,  the  true  conditions,  because 
they  are  averages. 

When  the  hearings  were  held  by  the  Federal  Farm  Loan  Board 
for  the  purpose  of  dividing  the  country  into  districts  and  locating 
tile  12  Federal  land  banks  as  provided  in  the  fium  loan  ad^  it  was 
shown  that  rates  of  interest  on  farm  mortgages  wOTe  sometimes  as 
hi^  as  16  per  cent,  including  the  commissions  paid. 

For  concrete  examples  which  give  rather  a  vivid  picture  of  condi- 
tions  then  existing,  and  to  some  extent  stDl  existing,  I  wiU  file  what 
I  will  call  Exhibit  G. 

It  is  in^rtant  to  inquire  what  aid  has  been  grvwi  to  the  fanner 
and  what  stimulus  has  been  given  to  agriculture  under  the  farm- 
loan  act. 

At  this  time  approximately  $350,000,000  have  been  loaned  by  the 
joint-rtook  land  banks  and  the  Federal  land  banks.  The  total  num- 
ber of  farmers  to  wh<Mn  these  loans  have  been  made  is  approximately 
120,000.  The  Federal  land  banks  having  been  in  operation  for  a 
longer  time  than  the  joint-stock  banlcs,  have  made  loans  totalimc 
approximately  $300,000,000,  to  about  110,000  farmers. 


42     BXEMFTIOl^  OF  FEDEBAL  FABM  LOAJT  BOlfDB  FBOM  TJ^UOOOW* 

The  joint-stock  land  banks,  having  been  more  recently  ov^gMlised, 
not  all  of  them  are  as  yet  in  full  operation.   Nfivertheless,  those  in 
*  operation  have  made  loans  amounting  to  $50,000,000  to  approxi- 
mately 10,000  individual  farmers. 

All  these  loans  have  been  made  at  from  5^  per  cent  to  6  per  cent. 
No  loans  have  been  made  at  a  rate  exceeding  6  per  cent  and  no  farmer 
Avho  has  received  one  of  these  loans  from  a  joint-stock  land  bank  hae 
paid  a  commission  to  that  bank. 

The  influence  on  interest  rates  throughout  the  country  is  distinctly 
noticeable.  Rates  have  been  reduced  in  every  high-interest  section 
of  the  United  States.  The  saving  in  interest  to  the  borrowing 
farmers  up  to  this  time  is  estimated  to  be  about  $30,000,000,  and  the 
annual  saving  is  increasing  at  the  rate  of  $10,000,000  a  year.  This 
estimate  is  arrived  at  by  assuming  that  farmers  are^  borrowing 
$1,000,000,000  a  year,  and  that  the  influence  of  tlie  joint-stock  land 
l)anks  and  the  Federal  land  banks  upon  the  rate  of  interest  has  been 
to  reduce  it  at  least  1  per  cent  below  what  it  would  now  be  throughout 
the  country  if  these  banks  were  not  in  existence.  In  sections  where 
the  rate  formerly  ranged  from  8  to  10  per  cent  the  prevailing  rates 
are  now  6  to  7  per  cent.  It  is  estimated  that  a  little  more  than 
$4,000,000,000  are  invested  in  farm  mortgages  for  terms  running 
from  three  to  five  years,  and  tiiat  there  are  now  approximately 
$1,000^)00,000  of  new  farm-mortgage  loans  being  made  each  year. 
One  per  cent  on  $1,000,000,000  a  year  is  a.  $10,000,000  saving  in 
interest  on  the  new  loans  made  every  year.  Of  course,  then,  this 
saving  of  $10,000,000  a  year  becomes  cumulative.  If  for  the  first 
year  these  banks  were  in  operation  there  was  a  saving  of  $10,000,000 
on  tile  $1^000,000,000  of  loans  made  that  year,  thm  the  seocmd  year 
there  was  a  second  saving^of  $10,000,000  on  the  $1,000,000,000  loaned 
the  first  y^  and  also  a  saving  of  $10,000,000  m  the  $1,000,000,000  of 
loans  made  tiie  second  year,  making  a  total  of  $20,000,000  sav^d  f<n* 
the  second  year.  The  aggregate  saving  in  interest  would  be 
$50,000,000  anmidlly  five  years  himce.  And  the  grand  total  of  saving 
in  interest  on  the  $5,000,000,000  of  loans  made  in  the  five-year 
period  would  be  approximately  $150,000,000. 

It  has  been  estimated  also  that  $20,000,000  already  have  been 
saved  the  farmers  in  commissions.  And  that  in  five  years  the 
fmmea^  will  have  been  saved  $50,000,000  in  commissions. 

We  now  come  to  the  subject  of  money  for  agriculture  and  loans 
for  all  classes  of  farmers. 

The  Federal  farm  loan  act  is  a  law  of  singular  comprehension. 
It  reaches  out  to  cover  the  ground  in  different  ways.  It  supplements 
the  national  banking  system.  It  seeks  to  provide  credit  facilities  for 
those  who  from  the  nature  of  their  undertakings  can  not  avail  them- 
selves of  the  facilities  afforded  by  the  Federal  Reserve  System  to 
meet  their  major  needs.  While  the  Federal  re.serve  act  does  pro- 
vide the  farmer  with  short-time  credit  facilities  (by  authorizing 
national  banks  to  accept  six  months  farm  paper),  and  while  the 
Federal  reserve  act  also  provides  some  relief  in  long-time  credits 
(by  authorizing  national  banks  to  lend  as  much  as  25  per  cent  of 
their  capital  and  deposits  on  farm  mortgages  running  for  five  years), 
the  farmer  still  has  a  great  need  for  long-time  credit  which  can  not 
be  met  by  the  credit  facilities  provided  by  the  reserve  act.  This  need 
is  for  long-term  amortized  loans  on  a  plan  which  at  once  wiU  assure 
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a  low  rate  of  interest  and  a  sufficiently  long  tena  for  payment  to 
rnble  the  farmer  to  make  the  farm  earn  the  money  with  which  to 
pQ^y  for  Itself,  just  as  ottter  business  unite  am  made  to  repay  in  a 
period  of  years  the  mcmey  originally  invested  in  them. 

So  the  Federal  farm  loan  act  came  into  existence  to  supply  this 
need  of  apiculture— to  t^p  end  that  all  agriculture,  aU  dasses  of 
faxtners  might  hare  the  laeil^eB  for  eecurin^  the  amount  of  credit 
ftnd  the  kmd  of  credit  required.  The  Federal  farm  loan  act  was 
passed  pflitfanly  to  ben^  ndther  little  farmers  nor  big  farmers, 
neither  poor  farmers  nor  rich  farmers,  nor  farmers  at  all  as  a  class, 
W  more  than  the  Federal  reserve  act  was  passed  to  help  either  the 
little  merchant  or  the  big  merchant,  the  poor  merchant  or  the  rich 
merchant  The  farm  loan  act  was  passed  "to  provide  capital  for 
agricultural  development,"  in  the  interest  of  the  whole  Nation  and 
can  be  defonded  on  no  other  ground. 

^  Its  advantages  or  disadvantages  to  individuals  and  classes  are  very 
miportant,  but  nevertheless  incidental.  If  farmers  small  or  large 
or  as  a  dass  do  benefit  it  should  not  be  begrudged  them,  especially 
now  when  in  response  to  the  universal  demand  they  are  producing 
not  profiteering,  striving  ahead  not  striking. 

To  fully  cover  the  main  object  of  the  act  two  kinds  of  land  banks 
were  provided  for,  the  Federal  and  joint-stock  land  banks,  the 
former  actually  created  by  the  act  and  the  creation  of  the  latter  be- 
mg  authorized  by  it. 

Why  two  kinds?  Because  the  volume  of  agricultural  production 
in  this  country  is  dependent  upon  two  classes  of  farmers,  one  operat- 
ing a  small  farm  largely  by  his  own  labor  and  that  of  his  family; 
the  other,  with  more  land,  operating  largelv  with  improved  machiners' 
and  requiring  more  capital  to  finance.  To  increase  production  both 
classes  needed  long-time  credits  for  permanent  improvement.  Many 
small  farmers  lived  in  communities  where  credit  was  unobtainable 
except  on  terms  so  burdensome  that  it  was  frequently  more  hurtful 
than  helpful.  Had  the  joint-stock  land  banks  alone  been  authorized 
their  natural  tendency  would  have  been  to  overlook  such  sections 
where  credit  in  the  interest  of  increased  production  by  small  farmers 
was  most  needed  and  confine  their  operations  to  the  more  developed 
territory,  just  as  the  mortgage  brokers  did  before  the  passage  of  the 
farm  loan  act.  It  was  necessary,  therefore,  in  those  sections  moat 
needing  credit  for  the  small  farmer,  that  farmers  should  take  the 
initiative  and  bring  their  pressure  to  bear  through  national  farm 
loan  associations  (which  are  in  reality  small  local  land  banfa  char- 
tered by  the  Government),  but  as  the  Government  made  this  initial 
subscription  of  capital  obligatorv^  upon  the  borrower,  the  Govern- 
ment was  morally  bound  to  protect  this  forced  eontributien  of  ^v^^} 
capital  from  the  risk  of  large  loans. 

That  was  one  reason  for  fixing  the  maximum  loan  of  the  Federal 
land  banks  at  $10,000.  Another  reason  for  this  limitation  was  to 
prevent  the  Federal  land  banks — ^whose  officers  are  hmnan  and  acta* 
ated  by  human  ambitions — ^yielding  to  the  very  natural  temptation 
to  seek  first  the  big  loans  and  to  leave  the  small  loans  to  the  last, 
with  the  possible  danger  of  ultimately  depriving  the  small  fanner 
of  the  benefits  of  the  act.  At  the  same  time  private  capital,  through 
the  joint-stoek  land  banks,  was  given  the  opportunity  and  invited 
to  provide  capital  lor  loans  on      atnortis»<^<m  plan  fen*  the  larger 
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farm  units,  the  risk  there  assumed  being  entirely  vol^tfy-  ^o^ 
fully  and  well  the  joint-stock  land  banks  have  landed  and  liajj 
they  have  conducted  the  business  in  the  spirit  of  t^^e  act  is  set  fo^ 
in  a  statement  of  the  facts  which  I  will  file  and  mark  «  Exhibit  K 

Clearly  there  is  a  field  for  both  banks  and  it  15.^*^*  public  ffl; 
terest  that  both  agencies  be  continued.  Senate  bill  3109,  bow6^. 
sharply  draws  the  distinction  between  direct  Government  conttol 
and  individual  initiative  under  Government  supervision,  and  favors 
the  former  by  destroying  the  latter.  j      4.1.  j» 

However,  the  difference  between  the  class  of  service  and  methods 
of  operation  of  these  two  types  of  banks  does  not  (constitute  a  dif- 
ference which  entitles  either  type  to  particular  consideration  at  tiie 
hands  of  the  Government.  Both  types  are  created  to  stimulate  agn- 
ealtnre.  Both  types  are  to  be  privately  owned.  The  joint-stock  banks 
are  now  whoUy  privately  owned,  and  within  three  years  the  Federal 
land  banks-acoSrding  to  the  statement  of  Mr  Corey  made  to  the 
House  Committee  onBanking  and  Currency  when  speaking  tor  aU 
the  Federal  banks— wiU  be  wholly  privately  owned. 

The  word  cooperation  is  one  to  conjure  with,  but  we  must  not  be 
misled  by  its  use  in  this  connection.  No  one  will  contend  that  the 
Gongress  of  the  United  States  intended  to  declare  by  the  passage  of 
the  fam-loan  act— or  that  it  should  now  declare  by  amendment  to 
the  act— that  fanners  must  become  members  of  a  cooperative  asso- 
ciation before  they  are  to  be  permitted  to  borrow  money  at  a  low 
rale  of  inlecest.  Ndtiier  will  anyone  contend  that  the  mere  act  of 
ioining  a  cooperative  or  mutual  society  entitles  a  farmer  to  a  low 
nite  <nintKest  made  posable  by  the  issuance  of  tax-exempt  bonds. 

The  fact  is  that  th»  tax-exempt  farm-loan  bond  is  provided  as  an 
aid  to  agriculture  as  an  industry  essential  to  the  life  of  the  Nation, 
and  not  as  an  aid  to  any  class  of  farmers,  either  rich  or  poor,  either 
sfcrnggUng  or  independent  The  right  to  issue  tax-exempt  f  ann-loan 
bon^is  predicated  upon  a  public  service  for  the  aeneral  welfare. 

The  argument  might  be  oflEered  that  the  heavy  borrowers  can  get 
money  anytime  and  anywhere.  But  such  is  not  a  fair  statement  of 
the  case.  True,  they  can  get  money  many  times  if  they  are  willing  to 
pay  a  high  rate  and  an  exorbitant  commission,  but  there  have  been 
times  when  they  could  not  get  the  money  at  any  price.  Nevertheless 
to  fail  to  provide  plenty  of  monev  on  the  most  reasonable  terms  and 
at  the  lowest  possible  rates  for  these  big  operators  would  be  to  fail 
to  stimulate  agriculture  in  the  very  quarter  where  the  greatest  in- 
crease could  be  secured.  Not  to  finance  the  eneorgetic,  successful 
farmer  while  at  the  same  time  providing  credit  facihties  for  the  less 
successful  would  be  to  penalize  the  big  producer  for  bwng  energetic 

and  efficient.  .        .  .    . »  « 

Now,  upon  tlie  subject  of  the  difference  m  cost  to  the  iaraa«r: 
Evidently  it  was  the  intention  of  those  who  framed  the  Federal 
farm-loan  act  to  place  both  kinds  of  banks  on.  the  same  footmg  as 
to  profits  and  as  to  the  eventual  cost  of  loans  to  borrowers.  And 
we  shall  show  that  joint-stock  land  banks  are  carrying  capital  from 
the  investor  to  the  borrower  for  as  small  a  charge  as  any  other 
agency  in  existence  and  for  a  much  smaller  charge  than  'vras  the 
practice  before  the  Government  undertook  the  regulation  of  farm 
loans. 


^xjm^'&-QM    MmmM*  j'Am  x.oan  bqnos  msom.  xaxaxion.  45 


No  commission  is  paid  by  the  borrower  to  either  Federal  land 
banks  or  joint-stock  land  banks.  The  farm-loan  act  makes  it  un- 
lawful for  either  bank  to  charge  a  borrower  a  commission. 

But  there  is  a  difference  as  to  the  rate  of  interest  chai^ged  by  the 
two  types  of  banks,  the  Federal  bank  lending*  at  5^  per  cent  the 
money  it  secures  on  bonds  bearing  4^  omt  and  the  ioini-stock 
bank  lending  at  6  pec  «ent  th«  maoAj  it  secnies  on  bonds  tiwiriii£; 
5  per  cent  interest. 

.  Before  proceedm^  further  with  tiie  discussion  of  the  difference  of 
to  the  borrowers  of  the  two  tyyeB  of  banks,  it  is  pertinent  to  in- 
ipre  as  to  the  nasiiii  for  the  diininiiee  in  the  rate  tae  boBdar«f  tiie 

1^0  banks  bear. 

First.  Bonds  of  the  Federal  land  banks  are  advertised  and  sold  as 
101  offwing  of  the  United  States  Treasury,  which  while  not  techmoally 
true  is  true  as  to  practice  and  which  does  carry  the  impression  to  ma 
public  that  tiie  Govi^omi^  stands  behind  them  to  a  much  greater 
extent  than  in  the  case  of  joint-stoGk  baak  b(mds.  The  bonds  of  the 
joint-stock  land  bank  are  no  less  "  instramentalities  of  the  Govern- 
ment" than  those  of  the  Federal  bank  hoods.  The  underlying  se- 
curity in  both  Govemment  inspected  and  Oov^nunedt  ap- 
praised, while  both  agencies  (the  Federal  bonks  and  the  ]oini*sto(& 
ranks)  are  Qovemment  sapervised.  Yet  with  no  other  advantage 
than  wat  found  in  the  manner  of  their  being  marketed  and  the  ac- 
companying advertising,  the  Federal  bank  bonds  have  received  such 
a  decided  preference  from  the  investing  public  that  jointrrtock  banks 
in  order  to  market  their  bonds  in  competition  witii  bonds  of  Fed- 
eral banks  and  other  tax-free  securities  have  been  farced  to  issue 
them  bearing  interest  at  5  per  cent. 

This  should  make  a  difference  of  one-half  of  1  percmt  in  the  cost 
to  the  borrowers  of  the  two  types  of  banks,  yet  the  results  show  that 
the  difference  is  far*  from  one-half  of  1  per  cent  in  favor  of  the 
Federal  bank.  Results  show,  when  everything  is  considered  and  all 
items  of  expense  accounted  for,  that  even  with  the  advantage  of  a 
4^  per  cent  bond,  the  cost  to  the  borrower  of  a  Federal  bank  is  veiy 
nearly  if  not  quite  equal  to  the  cost  to  the  borrower  of  the  joint- 
stock  bank. 

Each  farmer  who  borrows  of  a  Federal  land  bank  is  required  to 
buy  stock  in  the  Federal  land  bank  equal  to  5  per  cent  of  his  loan. 
Thus  he  loses  the  use  of  just  that  much  money.  In  other  words,  if 
hej  borrows  $1,000  he  has  the  use  of  only  $950  though  he  signs  a 
note  for  $1,000  and  pays  interest  on  $1,000.  Also  this  stock  carries 
double  liability. 

Farmers  who  borrow  of  joint-stock  land  banks  are  not  required 
and  are  not  asked  to  buv  stock  in  these  banks,  and  therefore  assume 
no  responsibility.  The  '^farmer  who  borrows  $1,000  of  a  joint-stock 
land  bank  has  the  use  of  $1,000. 

Farmei^  who  borrow  of  the  Federal  land  banks  must  join  a  farm- 
ioan  association  and  must  bear  their  proportionate  share  of  the  ex- 
penses of  the  Association,  and  they  may  be  assessed  for  these  expenses. 

For  those  who  borrow  of  joint-stock  land  banks,  all  expense  is 
included  in  the  interest  charge,  and  therefore  is  borne  by  the  banks. 

True,  the  stodc  in  a  Federal  land  bank  which  a  borrower  bujrs  may, 
and  does  in  some  instances,  pay  a  dividend,  but  the  dividend  is  paid 
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the  FMend  laad  bank  most  set  aade  25  per  cent  of  its  earnings  for 
zeserre.  la  aiditaoa  to  tliis,  ^  FecU^  land  bank  may  set  ^ide 
out  of  its  rtunings  any  aiiHMiat  for  exp&ms  before  paying  a  dividend 
to  the  farm-loan  •88oeiati<»i^  Then  the  association  is  required  to 
srt  aside  26  per  oent  of  ^ds  dindaad  fto  reeerre.  Kext,  the  asso- 
^aHom  may  and  does  use  td^e  dividends  to  pfty  liie  expenses  of  the 
OTWusataMmL  l^iat  is  1^  the  assodaCioii  may  pay  to  the  borrower. 

These  statements  are  not  made  to  the  disparafifemfint  of  the  eo^ 
operatiTe  plw  and  ^  Federal  kmd  banks.  Ifdther  ai^  they  made 
in  a  contentious  spiiit.  They  are  made  in  order  to  show  the  diff^ 
enee  m  the  methods  of  admmislratifm  and  to  ^w  that  the  nltiraato 
cost  to  tibe  borrower  is  quite  equal  after  all,  though  tile  methods  of 
distributing  the  cost  are  qt^  lufiisrent. 

K9wey«r,  there  is  airataer  factor  aside  from  that  of  cost  to  bor- 
rower whidi  to  a  large  extent  is  coi^Iling  in  distributing  Ha 
furmms'  business  between  the  two  types  of  banks,  and  that  Aeietor  is 
the  inherent  difference  in  the  methods  of  operation.  One  class  of 
larmers  need  the  cooperative  plan  in  order  that  they  m&j  pool  their 
credit,  so  to  speak,  and  thus  secure  iointly  or  cooperatively  loans 
which  they  could  not  secure  as  individuals.  Another  class  of  farm- 
ers are  individualists  and  prefer  to  deal  directly  with  the  bank  mak- 
ing their  loans  and  preferring  not  to  be  obliged  to  guarantee  the 
loans  of  others.  If  the  joint-stock  land  banks  have  any  advantage 
in  any  particular  over  the  Federal  land  banks,  that  advantage  lies 
in  the  opportunity  afforded  to  deal  directly  with  the  borrower. 

It  is  interesting  to  note  what  are  the  results  of  having  the  two 
types  of  banks  operate  in  the  same  field.  The  following  shows  the 
actual  competition  in  the  loans  examined  for  all  the  joint-stock  land 
banks  by  the  Farm  Loan  Board  to  November  13,  1919: 

Loans  of  $10,000  or  more:  Number,  2,278,  for  $38,911,464:  average, 
$17,000.  .  -o  » 

Loans  of  less  than  $10,000:  Number,  3,869,  for  ^6,853,720:  aver- 
age, $4,300. 

Total  number,  66,147,  for  $55,765,184;  average,  $9,000. 

Percentage  of  loans  under  $10,000,  30  per  cent  plus. 

Total  loans  by  Federal  land  banks  October  1,  1919:  Number, 
103,672,  for  $271,317,000;  average  loan,  $2,600  plus. 

Now  we  come  to  the  interest  of  the  money  lender.  Appi'oximately 
$9,000,000  have  been  invested  in  the  stock  of  joint-stock  land  banks. 
These  investors  entered  this  particular  field  to  conduct  a  farm-loan 
business  under  the  supervision  of  the  Government,  not  because  it 
offered  a  larger  return — for  the  return  is  much  smaller  than  in  the 
unregulated  farm-loan  field — but  because  they  assumed  that  the  time 
had  arrived  when  the  Government  was  in  earnest  and  contemplated 
providing  the  financial  machinery  which  would  make  it  possible  for 
the  farmer  to  get  adequate  and  essential  money  at  low  rates,  said 
because  they  assumed  also  that  the  provisions  contidned  in  the  farm- 
loan  act  were  permanent  in  their  nature.  In  a  word,  they  assumed 
tiiat  the  day  of  the  farm-mortgage  broker,  with  his  high  rates  and 
excessive  commissions,  was  ended.  Accordingly  they  felt  that  as 
they  would  be  compelled,  sooner  or  later,  either  to  i«taie  fwMtt  tte 
field  or  to  submit  to  regulation,  it  was  well  to  enter  npon  the  new 
order  at  once  and  to  get  their  business  adjusted  at  the  earliest  momMtt 
to  the  new  imd  pesmamAt  timdkkm.  Those  infestors  recognized 
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J^ks  thc^  iho'^^il^**^  farm-loan  system  as  joint-stock  land 
Sf«w  iS!J  organize  as  jomt-stock  land  banks  would  run 

^a^^i%f2'^^Z  ^T""'"'-  They  could  have  continued 

t^^F^i^i^J^S^^t  ^'^^'^     '^^^         competition  had 
«tf  K  bank  With  Its  new,  mutual,  or  cooperative 

Sti ^-5^  ^u'Tl*^'^^  continue'at  the  old  high 

mtea  of  interest  and  with  the  old  exorbitant  commissions  against  t£e 

^  laS  ba'Sks?  competition  of  the  privately  ow^  joint- 

Now,  with  regard  to  the  profits.  Joint-stock  land  banks  have  no 
source  of  income  other  than  from  first-mortgage  loans,  from  Govern- 
ment securities,  and  from  premiums  on  the  sale  of  their  bonds.  Thev 
can  not  charge  the  borrower  a  rate  of  interest  in  excess  of  1  per  cent 
above  the  rate  of  their  bonds  bear.  That  limits  the  banks  to  a  maririn 
ot  1  per  cent.  Under  the  law,  joint-stock  land  banks  can  not  i Joe 
bonds  in  excess  of  fifteen  times  their  capital.  Thus,  we  see  that  from 
the  making  of  mortgage  loans,  joint-stock  land  banks  can  not  kaOlT 
derive  a  gross  income  in  excess  of  21  per  cent  (all  expense  of 
tion  must  be  paid  out  of  this)  on  its  invested  capital;  that  is,  6Der 
cent  on  the  capital  stock  itself  and  1  per  cent  on  each  of  the  15  turn- 
overs ol  the  capital  through  the  sisuance  and  sale  of  bonds  And 
this  amount  of  gross  income  presupposes  the  continuous  workinir  of 
every  dollar  of  capital  all  the  time,  an  impossibility  withoirt^es-. 
tion.  The  income  from  premiums  on  bonds  sold  is  uncertain,  when 
there  is  any  premium  at  all.  Of  the  bluest  premium  tlrastfar  re- 
ceived, 75  per  cent  was  absorbed  in  the  cost  of  marketing  the  bonds 
and  about  12^  per  cent  was  absorbed  in  printing  and  othor  eosts  of 
issue. 

Out  of  its  income,  joint-stock  banks  must  pay  their  operating  ex- 
penses, including  taxes  (for,  ecmtrary  to  popidar  opinion,  these  banks 
are  subject  to  cortam  taxes-^te  taxes  on  ihgax  capital  stock,  in- 
come taxes,  and  revenue  taxes  on  t^e  notes  on  yvMot  they  borrow 
imm^)  and  must  build  up  the  reserves  required  by  law,  before  they 
can  pay  any  dividends  whatsoever. 

You  publish  with  your  report  No.  817  a  list  of  27  joint  stock  land 
banks  which  purports  to  show  this  excess  earnings  to  date,  but  there 
is  no  analjEos  mimn  of  these  earnings^  and  consequently,  if  it  was 
all  the  information  before  your  committee,  you  could  not  possibly 
draw  the  correct  concludona 

Take  the  first  bank  on  your  list,  that  of  the  Iowa  Joint  Stock 
Land  Bank  of  Sioux  City,  Iowa,  which  also  happens  to  show  the 
largest  percentage  of  excess  earnings  to  capital  invested,  nearly  23 
per  cent.  That  bank  was  the  first  chartered,  has  operated  about  3 
years,  has  neither  paid  salaries  to  its  officers,  nor  charged  all  its 
expenses  against  income,  and  yet  under  these  self-imposed  conditions 
their  earnings  average  only  8  4-10  per  cent  per  annum.  That  bank 
has  very  wisely  elected  first  of  all  to  build  up  a  surplus  to  protect  its 
bondholders  and  safeguard  its  stockholders,  and  yet  this  business 
prudence  results  in  a  charge  of  profiteering  against  not  only  that  bank, . 
but  all  others.  In  this  connection  it  is  well  to  call  your  attention  to 
the  fact  that  there  is  now  a  very  dangerous  boom  in  farm  laud  vaiuas 
in  this  country.  No  one  knows  how  far  it  will  go,  but  every  one 
knows  that  it  must  end,  with  a  recession  in  values  more  or  leas  violent. 
Wonljd  ^  not  be  hettec  for  the  entire  jpicni  if  these  ««s  lese  talk 
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of  increasing  dividends  and  decreasing  interest  rates  by  the  Federal 
land  banks,  and  of  excess  profits  for  ttie  joint  stock  land  buik^  and 

more  thought  about  the  necessity  for  both  banks  to  strimgthem  flieir 
reserves  against  the  inevitable  "day  of  lower  farm  land  Tallies  and 

more  normal  conditions. 

Your  committee  does  not  make  the  direct  charge  of  profiteering, 
bnt  only  says  the  data  submitted  to  you  so  indicates.  However,  the 
charge  has  been  and  is  being  so  persistently  made  by  others  that 
Members  of  Congress  and  others  have  come  to  believe  the  earnings 
of  these  banks  are  so  large,  they  can  continue  in  business  though 
their  tax  exemptions  on  bonds  be  removed.  In  this  connection  I  refer 
your  committee  to  a  statement  already  filed  of  income  and  disburse- 
ments as  shown  by  records  of  Farm  Loan  Board  and  marked  "  Ex- 
hibit A-1." 

Now,  upon  the  subject  of  effect  upon  Government  revenues. 
Though  we  are  now  to  discuss  revenues,  let  us  not  forget  the  pur- 
pose of  the  act.  An  adequate  food  supply  is  the  first  and  greatest 
concern  of  every  nation.  Not  to  look  to  the  future  and  provide  for 
and  insure  the  continued  production  of  food  in  abundance  would 
be  the  greatest  improvidence. 

The  right  to  issue  tax  exempt  farm  mortgage  bonds  is  predicated 
upon  a  service  to  the  ^neral  public. 

The  Government's  right  to  exempt  such  bonds  from  taxation  can 
be  exercised  only  in  the  interest  of  the  general  welfare.  It  is  not 
as  a  subsidy  to  a  particular  class  of  farmers;  it  is  as  an  aid  to 
agricoltiu^  as  a  stimulus  to  prpduGtionytiiat  these  bonds  are  exempted 
from  taxation. 

All  will  agree  that  the  long-term  amortized  loan  could  not  be  made 
available  to  the  farmer  excepting  by  the  issue  of  bonds,  and  pre- 
vailing conditions  in  the  money  market  show  that  a  low  rate  of  in- 
terest on  these  bonds  can  be  assured  only  by  exmpting  the  bon^ 
from  taxation.  If  any  great  amount  of  farm  loan  bonds  is  to  be 
sold,  the  sales  miKt  be  effected  in  the  market  under  conditions  whieh 
will  appeal  to  the  investor.  Farm-loan  fooncUt,  th^fpre,  have  to 
meet  mb  competition  of  muni^al  bonds  and  other  tax-exempt  se- 
curUies,  of  which  New  Itork  (My  idone  has  a  funded  debt  of  $1,- 
450,000,000  now  totally  exempt  frcm  taxes.  If  farm-loan  bonds  were 
to  be  subjeet  to  taxation,  then  they  would  have  to  bear  a  higher  rate 
of  interest,  and  the  fanners  woiud  have  to  pay  a  correspondingly 
higher  rate  of  intraest.  For  tiiis  reason  in  particular,  it  was  de- 
dcfod  by  the  Congress  that  farm-loan  bonds  should  be  taxexempt 

Farm  loan  bonds  make  a  liquid  security  of  the  farm  mortgage, 
fieretofbro  the  suse  or  amount  of  a  farm  mortgage  made  it  an  un- 
wieldy thing  to  handle  in  the  market.  The  fact  that  the  security 
could  not  be  examined  readily  bv  other  parties  than  those  originally 
making  the  loan  also  interfered  with  its  sale.  But  when  the  Fed- 
eral farm  loan  act  was  passed  and  all  farm  mortgages  were  appraised 
by  representatives  of  the  Farm  Loan  Board,  and  values  thus  deter- 
mined, safeguarded,  and,  in  effect,  guaranteed,  it  was  possible  to 
issue  against  these  farm  mortgages  bonds  of  varying  denominations 
to  suit  the  convenience  of  investors.  So  that  now,  instead  of  an  in- 
vestor being  asked  to  buy  a  $5,000  farm  mortgage,  and  having 
wait  until  he  had  $5,000  before  he  could  make  the  purchase  under 
the  new  ^stem  he  is  asked  to  buy  a  $500  farm  mortgage  bond,  or 
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possibly  a  $100  farm  mortgage  bond^  and  he  can  buy  it  whenever  he 
has  the  $100  or  the  $500.  And  all  this  makes  of  farm  mortgages,  for 
tlie  first  time  in  the  history  of  this  country,  liquid  securities  that  pai^ 
current  as  do  the  securities  of  municipal  and  other  corporations. 

By  tliis  plan  vast  sums  of  money  have  been  relea.sed  for  agricul- 
tosu  tises  which  never  could  have  been  made  available  had  it  not 
been  fen*  the  fact  tiiat  farm  securities  are  now  liquid  and  can  be  han- 
dled conveniently  and  with  dispatch  by  banks  and  other  investors- 
The  effect  of  this  has  been  to  secure  the  farmer  his  money  at  greatly 
reduced  rates  of  intwe6t«  >  The  reduction  in  these^rates  already  has 
been  shown.  Tii»  purpose  of  the  farm  loan  act  is  bfeing^  served. 
Capital  is  bein^  provxded  for  agrii^tdi»l  development.  Bates  <xf 
inteinetT  iwKT^^  reduced.  'Tfas'iJianher  is  gerfstdng  his  mone^ 
cheaper  and  at  a  relatively  lower  rate  of  interest  than  ever  beloi^ 

However,  the  amemkqu^rpi^o^^        Senate  biU  3109  does  not 
protect  r«vfi«t»5b  :  J^cit^wwe  to:;faerjpri||ated,  for  the  sake  of  argU- 
^  mmty^AM  outweighs  the  Na- 

tkm^  need  ler  inoeased  agricnltiaiS^^pvodaction,  it  would  stilly  be 
impossible  for  lbe*@i^3^3aaiM^  of  the  ^neral 

situatioii  irith  ^£bi%AmfisifitAtiit  thA  ffamfaan  act  now  pend- 

11^.  IVliiliB  the  Sebaltf  18^  Mi^c^  iMhruN^  of  reducing  the 
MUDOont  af^^t^  by  di^aying  the  privilege  to  }^ilit* 

stock  Imd-bimk  bcmlis,  the  Hoiisi^  is  debating  a  proposid  to  ^^iere»9e 
the  limit  as  to  the  amount  Federal  land  banks  may  lend  ta  ft  angle 
individual,  to  the  end  that  the  I^edfSral:  Iftnd  fattfikarmav  tabs  owthn 
loan  business  of  the  joint-stock  bank»  iflttcl  €11  MA^ktely  <iie  BoA 
from  which  the  joint-stock  banks  wiH  h*ve  befli  e^^ded.  ^  So  far 
as  protecting  the  Government's  revenues  is  con(Jfemed,  of  w^at  41lMl 
is  it  to  repeal  the  tax-exempt  provision  as  it  applies  to  jmnt^fito^ 
land  banks  if  the  provision  is  permitted  to  remain  as  applied  to  Fed- 
eral land  banks,  and  all  permission  is  granted  and  all  provisioBfe 
made  for  extending  the  operations  of  the  Federal  banks  so  that  the 
loans  formerly  made  by  joint-stock  land  banks  are  to  be  made  in  the 
future  by  the  Federal  banfefr'  What  effect  upon  revenue?  None, 
whatever.   The  same  volume  of  tax-exempt  bonds  will  be  on^  the 

market  as  before.  ^  ^    '        ■  ' 

The  fact  is  that  "  effect  upon  revenues  "  is  the  excuse  rather  than 
the  reason  for  the  attack  upon  the  joint-stock  land  banks;  and  after 
due  consideration,  such  a  clumsy  proposal  is  riot  likely  to.  deceive 
either  the  Senate  or  the  House  of  Representatives. 

In  Report  No.  317,  December  8,  1919,  you  state  _as  the  firet  reason 
for  your  recommendation  the  following:  ' 

^  '  iHbB  accumulation  of  large  segregations  of  capital,  whoUy  exempt  from  any 
and  all. forms  of  taxation,. is  wrong  In- principle  and  should  be  discontinued. 
The  large  taxpayers  will  gradually  absorb  these  bonds  whi<^  will  contribute 

-;^l4>t^tlng  to  the  gqpport  al  tbB.Gov&XSpimt 

.  As  the  kind  and  volume  of  tasc-free  aecuritiesr  constantly  change, 
it  is  difficult  to  obtain  statistics  exact  for  any  given  date,  but  the  fol- 
lowing estimate  of  the  aggregate  tax-free  securities  of  all  kwda  now 
outstanding  is  sufficiently  accurate  for  comparison;  ,  . 

$7,000,000,000  of  munidpal  county  and  JState  bonds  and  atM)^t 
$800,000,000  more  are  issued.y^arly  ;,$1,000/)00,000  »t  speciaUiisEi^w- 


so  l|XBMPTIOH<HrMBi»<^lV^t^»0»^ 

ment  bonds  of  cities;  $3,000,000,000  of  «»«t«»l  s^^i^f..^^^^^^^ 

ties;  $1,700,000,000  of  bunding  mud  loan  securities;  $4,000,000,000  of 

first  and  l^t  Liberty  loaTSinds;  f^^m^.Si^^.'^'^^Il 
bank  stock;  $300,000,000  Fann  land  brads;  $17,000,000,000  gnwd 

total  of  tax-free  securities.  i.    j    •      j  u„  u^+i. 

From  the  above,  it  appears  that  Farm  loan  bonds,  issued  by  both 
Federal  and  joint-stock  land  banks  constitute  less  than  2  per  cent 
of  the  total,  while  the  $46,255,000  of  jomt-stpck  land-bank  bonds 
mentioned  in  your  report  is  less  than  one-third  Of  1  per  cent,  lliis 
naturally  raises  the  query  that  conceding  the  prinraple  of  tax  exemp- 
tion to  be  wrong,  why  apply  the  rem^y  only  i»a«re  tSaa  moog  is 
actually  the  least  and  relatively  insignificant.  ^u- 
You  state  as  the  second  reason  for  your  reoooraiendatMHi  of  ttois 

bill  the  following: 

The  exoe«s  earnings  of  some  of  these  banks  indicate  that  they  are 
large  profits,  and  it  has  been  represented  to  your  comndttee  that  Ojeyate 
to  encroach  upon  the  legitimate  field  now  occupied  by  l»e  ttrm-ioan  dwms 
vnlees  their  activities  are  restricted. 

The  matter  of  earnings  and  the  matter  of  the  difference  <d  serae 
and  the  field  occupied  by  each  type  of  bank  already  has  be^  dis- 
cussed. However,  two  complaints  have  been  lodged  against  the  sys- 
tem, as  it  pertains  to  the  activities  of  the  joint-stock  bai^,  imdn 
are  well  founded,  but  could  be  easily  remedied  by  amendmeiits  to 

the  law.  .   .   .     ,    ,      X  Ai.  *. 

The  statement  is  made  there  is  no  limit  in  the  law  to  the 
which  a  joint-stock  land  bank  may  lend  to  a  single  individual.  This 

is  true  as  to  the  law.  However,  it  is  n6t  true  as  to  the  actual  condi- 
tion. A  ruling  of  the  Farm  Loan  Board  has  placed  a  limit  of  $50,000 
upon  the  amount  which  may  be  loaned  to  a  single  individual  bv  a 
joint-stock  bank.  So  long  as  the  Farm  Loan  Board,  which  made  this 
ruling,  is  of  the  same  opinion,  the  ruling  is  as  effective  as  a  law  itself. 
However,  to  remove  all  question  and  criticism  on  this  point  and  to 
guard  against  a  possible  change  in  the  ruling  of  the  Farm  Loan 
Board,  the  Congress  could  write  this  limitation  into  the  farm  loan 
ftc^  itself  • 

The  further  statement  is  made  that  there  is  nothing  in  the  law  to 
limit  the  purposes  for  which  a  joint-stock  bank  may  lend  money. 
Again  this  is  true  as  to  the  ]aw.  But  again  it  is  not  true  as  to  the 
actual  condition.  The  Farm  Loan  Board  have  given  a  ruling  also 
that  all  loans  made  b;^  joint-stock  banks  shall  be  purely  for  agricul- 
tural purposes.  The  joint-stock  bank  is  charged  with  the  responsi- 
bility of  seeing  that  the  money  it  loans  is  not  used  by  the  borrower 
for  any  other  than  agricultural  purposes  named  in  the  application 
for  the  loan.  This  ruling,  also,  has  all  the  force  of  law.  But  to  re- 
move all  doubt  and  criticism  on  this  point,  the  Congress  should  write 
into  the  farm  loan  act  itself  the  purposes  for  which  a  joint-stock  bank 
may  lend  money. 

No  joint-stock  bank  now  orMiiized  will  interpose  the  slightest 
objection  to  such  amendments.  These  banks  are  sincerely  endeavor- 
ing to  perform  an  honest  service  for  the  farmer,  for  agriculture  as  an 
industry,  and  for  that  great  public  which  is  dependent  up^  agricul- 
ture for  its  food  supply.  These  banks  will  not  object  to  a  more  exact 
and  clearer  definitioii  of  HimT  powers,  duties,  and  privik^  in  these 
particnlaxs. 
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In  conclusion,  opposition  to  the  joint-stock  land  banks  and  the 
most  formidable  demand  for  amendments  to  the  farm  loan  act 
come  not  from  the  farmer  but  from  those  interests  which  have  been 
charging  exhorbitant  commissions.  Naturally,  when  these  interests 
see  their  profits  diminishing  and  see  a  heretofore  highly  profitable 
business  dwindling,  they  seek  to  crush  the  institutions  responsible 
for  this  loss.  The  opposition  has  been  greater  toward  the  joint- 
stock  banks  than  toward  the  Federal  banks  because  the  joint-stock 
banks  are  lending  money  at  6  per  cent  and  without  commissions,  in 
a  field  where  the  old-style  mortgage  broker  for  years  made  loans  at 
higher  rates  and  grew  fat  on  the  commissions  he  could  charge  and 
collect. 

Here  then  is  a  complete  answer  to  all  the  opposition : 

The  American  farmer  is  now  getting  his  money  at  a  lower  rate  of 
interest  than  he  otherwise  would  get  it,  and  he  is  getting  it  now  at 
a  relatively  lower  rate  than  at  any  other  time  in  this  generation; 
also  getting  it  on  more  convenient  terms. 

Bankers  generally  agree  that  if  the  old  system  were  still  in  force 
without  this  competition  interest  rates  would  be  at  least  1  per  cent 
higher  than  they  now  are.  The  source  and  character  of  the  opposi- 
tion to  the  law  tends  to  prove  this. 

Thus  we  see  that  the  farm  loan  act  is  accomplishing  the  purposes 
enumerated  in  its  title;  and  thus  we  see  also  that  the  joint-stock  land 
banks  are  functioning  as  they  were  intended  to  do. 

Monev  is  beginning  to  flow  to  agriculture  in  adequate  amounts  at 
reasonable  rates  and  on  terms  adapted  to  the  nature  of  agricultural 
operations  and  to  the  periods  of  agricultural  returns.  Money  is  be- 
ginning to  flow  not  merely  to  small  producers  but  to  all  producers  in 
the  agricultural  field.  Production  has  been  increased  and  is  being 
still  further  increased.  The  Nation  is  to  have  food,  and  have  it  in 
such  abundance  that  it  can  siq>ply  in  part  the  need  of  the  starving 
nirt;ions  of  Europe. 

All  this  is  being  accomplished  through  the  farm  loan  act  which 
i^  based  upon  the  assumption  that  exempting  farm  mortgage  bonds 
from  taxation  is  in  the  interest  of  the  goMnd  welfare  and  therefore 
a  wise  public  policy.  ^  ,  r.. 

It  is  pertinent  for  the  Congress  to  mqmre  as  to  the  direct  benetits 
agriculture  receives  from  the  tax  ^xempticm.  We  have  submitted 
evidence  to  show  that  interest  rates  have  been  greatly  reduced  m 
every  hight  interest  section  of  the  country  and  to  diow  further  that 
interest  rates  on  fann  mor^ages  are  low^  in  all  parts  of  tiie  countnr 
than  they  would  have  been  had  this  act  never  have  been  passed.  We 
have  submitted  evidence  afeb  to  show  that  joint-stock  land  banks  are 
performing  a  very  real  service  and  perfonning  it  for  a  reaasoable 
return  to  these  banke.  We  have  eabmitted  imdence  to  «how  that 
joint-stock  land  baAks,  operating  as  regulated  agencies,  are  carry- 
ing capital  from  the  investors  to  the  borrower,  at  a  lower  charge 
for  the  service  than  any  other  agency.  ^  j 

Therefore,  we  respectfully  pray  that  your  comnutisee  withdraw,  ite 
recommendation  and  have  Senate  bill  3108  reoosunitted  to  you.  M 
the  bill  is  to  have  further  consideration  the  joint-stock  land  banks 
will  be  glad  to  confer  further  with  your  committee  and  in  a  fair 
*nd  sympathetic  spirit  give  to  the  committee  whatever  aid  th^ 
may  ble  able  to  give.  ' 


:§2      ax;^]^iOK,Oi:  yia?fiftAIi.i*A«M.LOAiJ  BONDS  iJROM  TAXATION. 
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^ka^^f-'^  hfi!ik¥  mgiTEAt)  orsai  per  cejH^. 

fc^    .  V      '  /  .II"!:-*;''!     .-  .^^REASXTKY  DEPARTMENT, 

'       *  ;  4  '  '      /    -.^  JBtojEKAL  Fabm  Loan  Bukeau, 

;,>^Hi.^-         isjr  .      ...i^^:  t  -v-  .  Hi;  f^^shingto^i.  January  8,  i920. 

Memorandum  for  iJie  Farm  Loan  Board. 

With  reference  to  memorandum  prepared  for  Gapt  Smith,  dated  June  18, 1910, 
*  shoving  earnings  of  the  First  Joint  Stod^  Land  Bank  ot  Chicago  as  at  the  close 
of  bnstness  May  31,  1919,  the  following  information  is  respectfully  submitted  : 

On  page  1  of  the  above-mentioned  memorandum  the  average  amount  of  capi- 
tal stock  invested  in  this  bank  for  the  period  from  organization  to  May  31, 
1919,  was  shown  to  be  $299,148.15.  This  amount  is  correct,  as  shown  by  the 
records  of  this  bureau,  such  records  being  compiled  from  certificates  of  fiie 
First  J<rfnt  Stock  Land  Bank  of  CJMcago.  Since  preparing  the  above-mentioned 
m^norandum,  however,  it  has  been  called  to  my  attention  that  these  certificates 
were  not  made  at  the  lime  the  funds  were  actually  collected  on  account  of  this 
stock  subscription,  but  at  some  subsequent  date  prior  to  the  issuance  of  bonds 
against  such  stock,  and  that  the  average  capital  investment  on  May  31,  1919, 
was  actually  $354,340. 

Iftirningii  of  this  institution  at  that  tline  were  shown  to  be  $61,208.60,  which 
would  represent  17.3  per  cent  on  the  average  investment  for  the  period  from 
organization  to  May  31,  1919  (22  months),  or  about  9^  per  ccpt  pi^r  atinviD^  on 
average  capital  invested. 

Respectfully  submitted.  .  ■ 

H.  Bibb,  . 


Exhibit  B. 

The  First  J<hivt  Stock  L&no  Bank, 

Chicago,  III, 

Dear  Sirs  :  We  beg  to  acknowledge  the  receipt  of  your  tel^ram  of  August  25, 

reading  as  follows : 

"  Reported  here  more  than  120  applications  on  file  with  you  where  applicants 
have  paid  In  one-half  of  required  capital  md  complied  with  all  other  require* 
ments.   Please  advise  by  wire  actual  number.** 

To  whidi  we  replied  as  follows:  ' 

"Report  unwarranted;  24  joint-stodt  land  banks  have  been  chartered  and 
applications  for  only  2  pending.*^     ...     . .  • 
Yours,  very  truly, 

W.  Flannagak, 
.    .  ^ecrelaryt  form  Lom  Board. 


FABH  IX>AN  nOABD  StTLINOS. 

Gentlemen  :  In  connection  with  the  operation  of  your  instituticm,  the  board 

'desires  to  call  attration  to  the  following: 

Application  for  loan. — Paragraph  8  of  section  12  specifically  enjoins  upon 
eacli  applicant  to  use  form  of  application  prescribed  by  the  board,  and  espe- 
cially requires  that  such  applicant  shall  state  object  to  which  proceeds  of 
said  loan  are  to  be  applied. 

In  this  connection  it  is  suggested  that  you  procure  from  the  Federal  land 
bank  of  your  district  form  of  applicati<m  in  use  in  tlrnt  bank,  and  adapt  it  to 
your  needs,  being  sure  that  the  purposes  of  the  loan  are  quite  fully  set  forth. 

*  Amount  of  the  loan, — The  act  exempts  joint  stock  land  banks  from  the 
limitations  imposed  upon  tlie  Federal  land  banks,  as  to  the  amount  of  loan, 
and  imposes  no  limitations.    The  board  has,  however,  under  its  general 

'  supervisory  pow^  and  in  connection  with  }ts  dn^  to  exanklne  all  loam 
before  they  are  used  as  a  basis  for  bond  issue,  f^  iittpelled  to  suggest  tliat 
loans  will  not  be  approved  in  eaoeess  of  15  per  cmt  itf  (be.  mif0i9A  ot  *^ 
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joint-stock  land  bank,  and  that  no  loan  to  a  single  borrower  will  be  ai^roved. 
in  »cess  of  $50,00a 

FmrpOM^  iOf  i^M  Joan. — ^J^t-stock  land  banks  are  also  exempted  from  the 
ipecific  limitation  imposed  upon  Fed^al  land  banks,  in  refereoce  to  tbB  pur- 
pose for  which  loans  may  be  made. 

The  general  purposes  of  the  act,  however,  are  so  clearly  defined  in  the  title,  . 
"to  provide  capital  for  agricultural  dievelopment,"  and  this  purpose  is  so 
genenilly  understood  and  acc^yted  that  the  board  feels  it  is  inconsistent  with 
the  purposes  of  the  act  and  sound  public  policy  that  loans  should  be  made 
by  joint  stock  land  banks,  except  for  the  purposes  enumerated  in  the  act, . 
or  other  purposes  related  to  agricultural  development. 

You  are,  therefore,  requested  to  confine  your  loans  to  such  purposes,  and 
advise  that  the  board  can  not  approve  loans  which  are  made  for  the  purpose 
of  speculation  or  for  other  purposes  enttrely  fordgn  to  agricultural  pro-- 
ducidoh. 

The  Federal  Farm  Loan  System  has  two  distinct  branches:  The  so-called 
Federal  land  banks,  which  are  mutual  in  their  nature,  and  the  joint  stock- 
land  banks,  which  are  private  enterprises.    It  is  the  desire  of  tlie  board 
to  administer  both  branches  of  the  system  ^vith  absolute  impartiality  and  to^ 
promote  a  spirit  of.  friendly  coopmition  between  the  two.  to  the  end  that  • 
the  agricultural  interests  of  the  country  may  receive  the  best  possible  service.  • 

It  is  proper  that  the  Federal  land  banks  and  joint  stock  land  banks  should 
advertise  their  business  and  facilities,  but  it  is  highly  desirable  that  such 
advertisements  should  be  so  framed  as  to  avoid  friction  betwewi  the  two 
bitepehes  of  th<e  system.  Loans  made  by  either  branch  of  the  system  are  in  ^ 
no  srase  Government  loans,  or  made  by  the  (Jovernment,  and  the  use  of  any , 
term  which  suiEe^rt»  that  tb^  are  Is  pig)^  objectionable  and  must  be.- 
avoided. 

Commissions, — It  is  proper  for  a  jo!ht-i5tock  land  bank  to  pay  a  reasonable - 
conimission  to  its  agents  who  procure  applications  fOr  it,  but  it  Is  a  violatioa 
of  the  spirit  and  the  letter  of  the. law  for  joint-stock  land  banks  or  their>^ 
agrats  to  charge  a  borrower  any  commission,  fee,  or  bonus,  where  the  loan  - 
is  made  at  the  maximum  rate  of  6  per  cent,  except  the  authorized  charge  - 
for  appraisal  and  determinjaLtiqn.  of  title,  which  must  not  exceed  the  actual  . 
cost  of  such  services.  •  .  • 

•9oint-stopk  land  banks  will  be  held  by.  the  board  responsible  for  a  rigid  % 
observance  of  this  provision  of  the  law.  »- 

The  board  will  be  pleased  at  all  times  to  receive  communications  from  you 
and  to  counsel  with  you  aift.^^^*9iaUei^vAbput  wblch  you  may  be  in  doubt 

BtweetfHUy^  yenrsr 

.  .     • '  .  W.  W.  Flannagan, 

Secretary^  Farm  Loan  Boart.  ' 


$54fO0O,O00  FsBE&Ai.  Land  Bank  4i  Pea  Cent  Fabm  Loan  Bonos. 

Issued  under  the  direction  and  control  of  the  Federal  Farm  Loan  Board, 
a  bureau  of  the  Treasury  Department  of  the  United  Slates;  dated  May  1, 

1919;  due  May  1, 1989: 

Redeemable  at  par  and  interest  on  any  interest  date  after  five  years  from 
date  of"  issue.  Interest  May  1  and  November  1.  Coupons  payable  at  any 
Federal  land  bank  or  Federal  reserve  bank.  Principal  payable  at  bank  of 
Issue.  Coupon  and  registered  bonds  (interchangeable)  in  denominations  of 
11,000,  $500.  $100,  $50,  and  $25.*  '     "  ■    '   r     -  -       -  . 

ntSMA  Mole  wMaAij,  state,  Mtrmci^At,  and  imjai.  taxation.  ' 

Federal  land  bank  bonds  are  declared  by  Congress  to  be  instrummfaUUes 
of  the  Government  of  the  United  States,  ati«  «"Mi»,  «rein^  fMm  FMMU; 

State,  municipal,  and  local  taxation.  «^ 
These  bonds;  theafefrtre,  have  as  complete  exemption  firom  taxation  m  the 

first  Liberty  loan  8i  per  cent  bonds.  ^  4- 

The  12  Federal  land  banks  were  organized  by  the  United  States  Goyera- 
ment  with  an  original  $9,000,000  capital  stock,  which  has  rtnc^  been  hUMaMd 


through  operations  of  the  system  to  over  $19  590^.  ^^e  federal  lan.l  ba,^^^^^ 
xv.-re  created  to  meet  the  agriculturnl  needs  of  tl.e  United  StateN  the 
Federal  reserve  baiUt^  were  designed  to  mtet  the  mercantile  aud  manutactur- 

^"inofder  to  avoid  contusion  it  should  be  noted         *e  bonds^of  the 
eral  land  banks  are  issued  by  banks  abated  by  the  V°^\^.5^,?!,,?L.S' 
ment  in  which  banks  the  Government  owns  a  substantial  amount  of  the  stock 
All  12  Federal  land  banks  are  liable  for  the  ulUmate  payment  ot  all  bundh 
issuetl  bv  each  and  every  Federal  land  bank.  .       e^^^^^  k«*  . 

Joint  stock  land  banks  are  organized  under  the  same  act  o*  Coii«rM»  b«. 
are  owned  by  private  interests,  the  United  States  Goverapaent  holding  none 
of  the  stock,  md  there  is  no  liability  o«  fl»  Bl»t  of  cm  jolat  stock  laud 
baid^  for  the  obligations  of  the  others.  „„,„„„4. 

Federal  land  bank  bonds  are  secured  by  deposit  of  an  equal  amount  of 
I'nited  States  Government  bonds  or  first  mortgages  on  farm  lands  cmtty»^ 
by  tlie  owner,  which  mortgages  are  appsaised  and  guaranteed  by  the  lo^i 
national  farm  loan  association  of  which  the  borrower  is  a  member  and  stock- 
holder Each  stockholder  is  liable  for  twice  the  par  value  of  his  stock. 
Before  the  loan  is  made  the  property  must  be  examined  and  a  separate 
appraisal  and  written  report  made  by  the  appraiser  or  appraisers  appotated 
bv  the  Federal  Farm  Loan  Board.  This  appraisal  must  be  finally  confirmed 
bV  the  directors  of  the  Federal  land  bank  of  the  district,  and  before  a  bond 
i^e  is  allowed  the  original  application  and  appraiser's  report  on  which  each 
loan  is  based  must  be  examined  and  passed  upon  by  the  Securities  Department 
of  the  Federal  Farm  Loan  Board  in  Washington.  No  mortgage  loan  may  be 
made  in  excess  of  $10,000,  nor  may  it  exceed  one-half  the  appraised  value 
of  the  land  mortgaged  and  20  per  cent  of  Jthe  appraised  value  of  permanent 
insaied  improvements  thereon.  The  mortgagor  contracts  to  reduce  the  amount 
of  his  loan  by  annual  or  semiannual  payments  of  principal  with  payments  of 
interest,  thereby  constantlv  increasing  the  margin  of  security. 

The  bonds  are  acceptable  by  the  United  States  Treasury  at  par  as  aecorlty 
for  Government  deposits,  including  postal  savings  fonds.  They  are  lawful 
Investments  for  all  fiduciary  and  trust  funds  under  the  jurisdiction  and  con- 
trol of  the  Federal  Government.  They  are  eligible  under  the  laws  of  many 
of  the  States  for  investment  of  all  public  and  private  funds,  and  are  eligible 
for  investment  by  savings  banks  in  the  foUowing  States :  Arkansas,  CaUf orma, 
Colorado,  Delaware,  Florida,  Georgia,  Idaho,  Indiana,  K^itucky,  Loirtsiaiia, 
Maine  Maryland,  Minnesota,  Massachusetts.  Mississippi,  Nebraska,  New  Hamp- 
shire '  New  Jersey,  North  Carolina,  Ohio,  Oklahoma,  Oregon,  Pennsylvania, 
Rhode  Island,  South  Carolina,  South  Dakota,  Tennessee,  Texas,  U|fth,  Ver- 
m<mt,  Virginia,  Washington,  West  Virginia,  Wisconsin,  Wyoming. 

The  Attorney  General  of  the  United  States  on  behalf  of  the  Government,  aud 
the  Hon.  Charles  B.  Hughes  oh  «rar  h«iialf,  have  approved  flie  constitutlonaUty 
of  the  act  and  the  vaHdity  of  the  psmMoM  nranmdng  the  braids  ftom  taxa- 

*'^Price  lOOi  and  interest,  netting  over  4.38  per  cent  to  the  redeemable  date 
(1924)  and  4i  per  cent  thereafter  up  to  redemption  or  maturity. 

Alex.  Bkown  &  Sons. 

Baawn  Bbos.  &  Ck>. 

BABHBEf,  Fosns  &  Oo. 

Lee,  Higginson  &  Co. 

Ths  Nauonaz.  Crrr  Go. 

The  statements  contained  herein,  while  not  guaranteed,  are  based  upon 
information  and  advice  wbldi  we  believe  to  be  aoeavate  m&  nmbki. 

I  (omam  or  the  bon.  chaxlbs  b.  boohjes. 

At  our  request,  former  Supreme  Court  Justice  Charles  E.  Hughes  has  ren- 
dered us  an  opinion  as  to  the  wmstltutlonallty  of  the  Federal  ftirm  loan  act 
of  July  17,  WIS,  aoa  partlealarly  with  respect  to  the  validity  of  the  farm 
loan  bonds  Md  the  provMms  esMiavtlBK  tJieae  bonds  and  the  ioewne  derived 
therefrom,  from  taxation. 

Copies  of  Judge  Hughes's  (pinion  in  full  may  be  (d)tained  upon  appUoa- 
tion.   We  quote  as  follows  the  concluding  paragraph  of  the  optaimi: 

"  My  conclusion  la  that  the  taxa  tapa  bonds  to  be  issued  by  the  Fedwal 
lam  banks  oitfwiMA  mai  mmaSM  m  gfffiaeA  in  tiM>  #8^1  4axm  loa» 


•erf-  »ni  he.  when  dnlv  issued  and  paid  for,  valid  securities,  o<m»tituting  as 
SctoSd  S^cjSSeSmstTSSiSrtieVof  the  Government  of  the  United  States, 
JKat  mev  and  the  income  derived  therefrom  will  be  exempt,  as  providM 
the  act,  from  Federal,  State,  municipal,  and  local  taxation;  ^ffOier. 
hat  with  respect  to  bonds  duly  l8«ied  a^P^d 

will  constitute  a  continuing  exemption  which  «an  not  be  wl^idrawn  by  subae- 

^^''we  SSS"  from  the  opinion  the  following  paragraph  with  respect  to  the 
reSon  ofTe  GoXment  to  these  bonds,  which  is  considered  in  the  course 
of  the  review  of  the  grounds  sustaining  thttr  vaudity :  ...----i. 

"  TaSTnto  consideration  the  facts  which  have  been  stated  witt  rwct 
♦«  tiif  7.i^nlM*fon  and  control  of  the  Federal  land  banks,  I  am  of  the  opinion 
SattheXS^San  ^SdTXch  aJTabout  to  be  issued  by  tiiese  banks  under 
ffS  flShoritf  and  direction  of  the  Federal  Farm  Loan  Board  by  virtue  of  the 
Silers  co"fer??d  bv  Congress,  and  which  have  been  expressly  *«»«w»d  ,^ 
SnSL  to  ^e  instrumentaUti^  of  the  Federal  GovermMnt.  "?«st  be  regarded 

rJ«d      »?s,«  ^^^hrnar;*of"sS;irSS 

&oM^  ~o™  rrni?  r^a^jai^^ 

sustaining  th^r  validity.** 


Exhibit  G. 

TI«  MONTANA  JOINT  SXOCK  LAND  «ANK  P.  H^-A,  JJj-., 

I  -  •         ,  It**  ■ 

I^S?V-c«.  Assoaatior^  of  Joint  Bt^  W  Ban^^^  - 

.V    «         .  v-^iir  rMuest  by  teleCT«u»  -for  the  conditions  imposed  by 
th?£?iof6eSM^Sr^^^^ 

^ZZ^Z^^^^SJS^^:^  UiformaSon  L  I  have  at 

part  of  me  State)  wAt^  .^^^^'fJ'rTS'e^year  Zl  without  any  prepay- 
„il\ 'Sti^rai^l^^^tF:"  ^  Se^Yt/terest  named,  1  paid  a  amaU 
^'T^Mr.  Luke  Mathis,  whose  POst;Offi^^^^  S^wSt^'  whose  add^  la 
Chinook.  Mont  ^,^„«°^S?S^e?vnan«  cent,  amounting  to 

«  I  have  made  a  loan  with  ,^^„„ .  ^v-g  charges  made  to  cover  cost 

17300.  and  consisting  o^/^'-^^^^Pf  Jl^  S|xiS^^^^  Federal  appraisers' 
if  tte  local  loan  committee  expense      J^^^,f  ^°!l^^^  AH  of 

SaSportation  while  ^iewiag  the  J^nd  a,^^  ^^^^  .^^^^^^^ 

the  loan."  .   ^  ^       ,  TU/xnt  «pnfi<?  n  codv  of  letter  received  from  a 

^  A  correspondent     C«nrad  Mon^^^  ^  referenc.  to  an 

Montana  banker  in  which         ^..^'iySw^  ^     made  for  five  years: 
application  covering  several  oans     J^l?-'"^  JJ  wsrc^,  the  principal  mortgage 
"The  rate  on  the  fi^st-mortgage  k«n  to  be  ^J^^  i  ^^^^^ 

to  be  drawn  at  6  per  cent  ^e  CMnnd^ion  i^^^  at  i  p  commission 
The  prepayment  privilege  applies  to  the  6  PJ'^  S^f^^^hen  the  loan  is  taken  up. 
raaf&»ffi  would  have  to  be  P^^^     S^'ifeS^i^^^  iTyou  insist  upon  It  wo  wIU 
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mom; 


ft.  A  county  official  in  Sheridan  County,  In  norOieastern  Montana,  indosw 
a  list  of  125  fairmers  with  informaticm  that  every  one  of  them  are  "paying  S 

per  cent  or  more  than  8  p<MP  cent  interest  on  their  farm  loans  " ;  that  **  usually 
there  are  two  sets  of  interest  notes  made  out,  one  for  6  or  7  per  cent  of  tho 
ioan  and  the  other  for  2  or  3  per  cent  of  the  loan,  and  sometimes  even  4  per ' 
cent"  The  list  of  names  referred  to  is  available,  and  any  of  the  borrowers  can 
be  written  to  for  an  explanatlcm  of  the  ezcessiTe  terms  of  tibelr  loan^  ' 

7.  From  a  county  offiei&l  in  Rld^and  Ckmnty,  in  eastern  Montttoa^  anaes  tlie 
following : 

"  Our  farmers  are  paying  8,  9,  and  10  per  cent  interest,  with  commissions  » 
and  bonus  on  top  of  that;  the  conditions  are  rapidly  getting  desperate;  our 
ffMrmcm  can  stand  ttiings  a6oiit  so  lon^f  but  they  ate  alknit  in  the  mood  to  get ' 
together  for  their  oWn  b«efit." 

S.  A  letter  from  a  county  ofllctol:  in  the  cratral  Montana  colmty  of  Lewis  ^ 
and  Clark  says:  i 

"  The  prevailing  rate  of  interest  on  farm  mortgages  in  this  county  is  10  * 
per  c^t,'  and  I  doubt  if  any  loaning  companies  or  banks  are  making  farm  = 
loans  at  any  lower  rate  than  that"  - 

9.  A  letter  ttvm  a  county  oflK^al  In  the  eastern  Hdntana  county  of  Wibaux  ' 
advises :  '  ' 

"  Very  few  farmers  if  any  in  this  county  are  getting  money  on  farm  mort-  ' 
gage  loans  made  for  five  years  at  less  than  9  or  10  per  cent,  with  commissions  ' 
and  bonus  added." 

lOi  A  lett^  ttcm  a  county  <rfBd[al  unSandffs  County,  in  western  Montana^ 

says: 

"  In  November  of  1919  I  examined  the  records  of  this  county  regarding  rates 
of  interest  stipulated  on  farm  mortgages,  and  while  there  were  some  mortgages 
written  at  8  per  cent,  more  of  them  were  written  at  10  per  cent  than  any  other 
rate^  Ih  ad^tion,  connnisedons  were  chained  but  I  have  no  way  of  knowing  the  , 
amount  of  same ;  for  instance,  a  mortgage  of  $2,150  is  recorded  as  bein^r  given 
by  William  S.  Christie  to  a  bank  in  this  county,  dated  October  24,  1919,  bearing 
interest  at  10  per  cent ;  there  is  a  mortgage  of  $900  given  by  U.  E.  Smith  and 
Lena  L.  Smith,  his  wife,  dated  October  28,  1919,  and  bearing  interest  at  10 
p«  c«it^  tikm  is  a  uiortgage  of  $1,600  dai^  October  20,  1919,  given  by  John 
H.  Brass  and  his  wife,  Lyda  Bra^  carrying  Interest  Hi  8  per  crait,  Imt  as  I 
suggested  above,  ^hiettqaBy  ^  o^  the  Ifoitns  in  this  county  are  recoided  at 
10  per  cent." ' 

From  all  of  this,  Mr,  Powell,  you  will  be  able  to  draw  a  very  powerful 
lesson  warranting  a  continuance  of  our  Government,  a  system  by  which  these  I 
ftirmers  now  paying  the  excessive  rate  of  8,  9,  and  10  per  cent  are  able  to 
obtain  money  at  low  rates. 

Will  you  kindly  show,  this  letter  to  Mr.  Houston  for  his  readinsr?  ^ 
CordiaUy, 


The  Montaj^a  Joint-Stock  ZiAm  Bank  of  Helena,  Mont.,  ! 
^      •      '  f  -J  .^■^A.-n       '  -  ..  .  .  !  'November  26,  1919.  : 

My  Dear  Guy  :  I  now  inclose  herewith  copy  of  the  cohdifion  ih  the  api^liea- 
tions  of  the  Union  Central  Life  Insurance  Co.   The  following  is  an  exact  copy 
of  a  part  of  an  application  for  a  farm  loan  made  to  H.  B.  Smith,  the  Montana  ' 
representative  of  the  Union  Central  Life,  the  application  being  dated  February : 
14,  1917,  and  recorded,  ip  book  8  of  Miscellaneous  Records  in  Fergus  County*  - 
Mont,  and  being  signed  \sij  H.  H.  Bean  las  applicant:  •  -  j,  y 

"  I  hereby  make  application  to  you  for  a  loan  of  $5,000  on  20-year  aramliEa-  - 
tion  plan,  payable  anntially  at  $10.53  per  $100,  with  the  privilege  of  paying  any  : 
note  at  any  time  by  discounting  it  at  the  rate  of  7  per  cent  interest,  compounded 
aMoaily.  I  hereby  appoint  you  my  agent  and  attorney  in  fact  to  negotiate  - 
and  procure  said  loan  bn^y  applied  for,  and  agree  to  pay  you  as  compensation^ 
for  such  services  a  commission  of  $10  per  |1,«00  per  year  ^  aiffd^t 

loan,  payable  on  the  1st  day  of  March  each  year.  *  *  ♦  If  for  any  canse^ 
I  am  unable  or  unwilling  to  carry  out  the  conditions  of  this  contract,  I  agrees 
JJ|f4i^^^^,^g^  ^.5^  .«»t  of  the  amount  of 

'  Jtt^.  7$i      ^^^^  ^>      ^ui^ji-  .v, 
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From  a  g^tiral  rongh  figuring  of  this  conAmtation  it  would  occur  to  me  tliat 
the  borrower  on  a  $5,000  loan  would  in  20  years  pay  $10,530  plos  $1,000  in  the* 
commission  of  $10  per  $1,000      year,  making  the  loan  bear  a  total  Interest  and 
commission  cost  of  $6,530 ;  and  as  the  loan  is  paid  serially  over  a  period  of  20 
years,  the  borrower  ^rets  the  use  of  but  $2,500  average  for  the  20  years*  so  tiiat  ' 
the  money  costs  him,  as  I  would  figure  it,  13.06  per  cent. 

Won't  you  kindly  figure  It.  out  and  aee  wliat  result  you  arrive  at? 
Ciordlally, 

Ommam  L.  Ruibet;  Pre^Omt. 


AN  IOWA  OtmUXHSlOVi  MOBTaAGfi» 

f  ollbwing  Is  a  coirect  copy  of  the  fourth  section  of  a  certified  oppy  of  n 
mortgage  for  $13,500  giVen  by  Peter  Nelson  and  his  wiite,  Anna,  to  N.  H.  Nelson, 

the  said  mortgage  being  recorded  in  Book  266*  page  357,  of  the  records  in  tbe  ^ 
office  of  the  recorders  of  Marshall  County,  Iowa,  and  the  purpose  of  said  mort-  ' 
gage  being  to  secure  the  payment  of  $13,500  as  commission  for  securing  loans 
amounting  to  $56»000  and  recited  in  the  mortgage  as  follows : 

"Ahr^  It  is  herdyy  understood  and  agraed  tliat  this  mortgage  Is  made 
subject  to  two  mortgages  this  day  executed  by  ns  on  tiie  above-described  pra- 
ises, one  for  $36,000  to  the  Aetna  Life  Insurance  Co.,  and  the  other  to  J.  D. 
Newcomer  Co.  in  the  sum  of  $20,000.  It  is  further  understood  between  the 
parties  hereto  that  the  consideration  for  this  mortgage  and  the  note  which  it 
secures  consists  of  the  seeming  for  first  party  of  the  two  mortgages  or  loans 
abdve  described,  and  while  It  is  understood  that  there  Is  an  option  <mi  the 
$36,000  moftgage  after  five  years  and  on  the  f^OOO.  mortgage. after  one  year, 
it  is  expressly  stipulateu  and  agreed  that  a  payment  of  all  or  any  part  of 
those  two  mortgages  or  either  of  them  before  maturity  shall  not  affect  the 
amount  promised  to  he  paid  hereunder  nor  in  any  way  decrease  or  satisfy  any 
part  <rf  second  party's  daim  under  ttiis  mor^ge  and  the  note  which  is  secured 
hereby.  The  holder  of  this  mortgage  may  pay  any  past  due  Isterest  on  either 
of  the  two  prior  mortgages  and  this  mortgage  shall  stand  as  security  for  the 
repayment  of  same  with  interest  thereon  at  8  per  cent  per  anmiTn  from  the  - 
time  same  is  paid."     . 

Statjb  of  Nebraska,  ^ 
Lancaster  Cotmty,  •     .  -  ^ 

William  H.  Mackley,  being  first  duly  sworn,  deposes  and  says  that  he  is  the  ^ 
owner  of  ali  of  section  4  and  north  half  of  section  9,  township  14,  range  25  ' 
v^e^t.  Ouster  Oounty,  Nebr. ;  that  he  has  made  ap^ication  for  a  loan  of  ^,000  : 
oa.isatd  land  to  the  Lincoln  Joint  Stock  Land  Bank,  dfliincoln,  Nebr.,  for  a 
teepi  of  32  years,  at  6  per  cent  semiannual  interest,  on  which  loan  he  is  to 
pay  an  initial  fee  of  $20,  to  pay  for  the  cost  of  examining  the  land  and  on  - 
which  loan  he  is  to  pay  an  additional  fee^  amounting  tp  the,  cost  of  AY^mining  > 
tKe  tltle  to  said  premfses.       "  .  '     •  » 

'^J9^t  furthetf  saith,  about  seTe^i  years  ago  he  n^otiated  a  $7,i000  loan  6n\ 
said  premises  from  a  money  leaner  of  Omaha,  Nebr,,  who  placed  the  loan  with  i 
a  loan  agency  of  Omaha,  Nebr. ;  that  said  loan  drew  interest  at  the  rate  of  6 
per  cent,  and  a^ant  paid  in  the  neighborhood  of  $1,000  as  commission  on  said  * 
loan.  •     ; 

Affiant  further  saith,  about  two  ye^  ago,  when  title  said  $7,000  becaipe  due, 
he  paid  a  reki^^  flee*^  i^TS  fdr  liie  porpoae  of -imewtng  said  tataii  t&r  a 
term  of  five  years. 

Affiant  further  saith  he  undertoolj  to  procure  the  above  loan  of  $30,000  from  , 
the  same  parries  of  whom  he  procured  the  loan  of  $7,000  and  that  the  best  rate 
tliat  he  was  able  to.  get  yjas  .10-year  loan  af  5i  p^r  cent  jjiter^t  apd  a  cash 
conunisedon  ot  $2«2Bft^  w  l»eJdedneted  frtwn  m^^ptomi^  %f  Ibe  1«ad? 

Affiiant  further  saith  that  the  above  statement  is  made  for  the  purpose  of 
showing  a  difference  in  the  costs  in  a  loan  from  the  Lincoln •Jolnt«;8t<N^  ^^^^^ 
Bank  and  the  costs  of  a  straight  loan  from  Pfival^  parties,  \     t  V//  '  '  t. 

Apd  further  affiant  saith  not  .     or^7~^lt-;''^i*^;'^   ^  1  .      .  r       r-rr,  J 

Subscril>ed  in  my  presence  amliworn  to  before  me  this  19th  day  4>il  Jamiary,  - 
1820. 

W.      SiTTfOK,  Motary  PutMe. 


I 


OouHcn.  Bvama,  Iowa,  Jemtmrw  i6,  im. 

Lmcorn  Tbvst  Ca, 

£<tieoiii,  JTeftr. 

GKNTI.EMEN :  Replying  to  your  letter  of  the  14th  hy  Mr.  Sutton  regarding  the 
loan  of  $24,000  in  Clarlve  County,  we  have  «ie  following  to  reP^^: 

Annis  &  Rohlins.  E.  H.  Lougee  (Inc.),  J.  P.  Hess  C5o  IL  W.  Bta^  *  Oo^ 
J.  G.  Wadsworth  &  Co..  and  the  Farmers'  Mortgage  C5o.  say  they  can  not  hanffle 

^  JcS^'mIcH^?  fco.  wlD  make  the  loan  at  6  per  cent  interest  and  a  cash 
conSo"  of  5  to  10  per  cent,  the  niteof  commission  depending  on  the 

"T'^M^t  ?heS-loan  man,  says  he  might  make  the  loan  at  6  per  c«it 
interest  and  a  cash  commission  of  10  per  cent  if  the  farm  is  all  right 

J  W  Ci^e  &  Oo.  will  write  ns  in  a  few  days  as  to  the  rate  they  ^vl^l  ^^harge 
to  We  ttS  toMU  Jiwt  as  won  as  we  hear  from  this  company  we  shall  write 
yon  further. 

Yours,  truly,  Waijacb  Benjamin  &  Co., 

H.  G.  Hall, 

Farm  Loan  Departmevt- 

Scarcely  any  competttiOB  for  f&rm-loan  business  In  CVMincil  Kuffs. 

H.  G*  H* 


EKEOBrr  H. 

TMe  Otmoimo  nunoBes  lor  which  joint  stock  land  hank  loam  have  *een  mode 

from  or^cmlMKon  to  Janmry  J,  im. 


VirginiazL  Cbarleston  

TTidfln,  lUefamond.  

Iowa,  Sioux  City  

First,  Fort  Wayne  

Colonial.  Norfolk  

Guarantee,  Wichita  

Fremcnt,  Fremont  

Arkansas,  Memphis  

BOsstssippi,  Memphis  

Liberty.  Salina.  

Feters.  Omahft  

First,  Mimieepolis  

La  Fayette,  La  Fayette  

Fletcher,  Indianapolis  

Montana,  Helena  

8aD  Antonio,  San  Antonio  

Oenfcral  Iowa,  I>et  HbliMft  

First,  Chicago  

Bankers,  MilwaulMe  

Des  Moines,  Des  MoiMt  

"^'iiy-fthi,  Lincoln  •  

CaKtoma,  San  Francisco.  

South  Minnesota,  Redwood  Falls 
First,  Houston  

Total*.  •«  


Fanners 
buying 
first  land. 


$225,000 
337,700 
297,400 
423,550 
117,300 
293,800 
£00,000 
42,000 
28,000 

1,836,410 
778,000 
432,250 
176,800 
546,350 
312,000 
600,000 
227,100 

2,400,000 
800,000 
405,500 

1,640,700 
272,000 

137,000 


Buying 
additional 
aod« 


14,035,160 


S300,000 

101,700 
234,000 
126,450 
99,600 
182,000 
700,000 
142,000 
lis,  000 
888,000 
651,000 
62,100 
354,500 
378,650 
196,000 

1,000,000 
946,500 

1,200,000 
856,080 

1,325,000 

1,128,860 
60,000 
170,000 
188,000 


Improve- 
meots 


182,300 
136,400 
13,200 
32,000 
97,135 
100,000 
122,000 
169,000 
840,000 
41,400 
115^450 


To  pav  ex- 
isting in- 


28,000 
77,000 


253.600 
m^748 


87,184 
85,000 
^000 


11,359,290  4,414,417 


$525,000 
389,000 
768,900 
326,300 
961,473 
475,065 

3,000,000 
383,200 
401,800 

3,100,000 
103,800 
553,000 
339,700 
73,100 

1,500,000 

2,000,000 
342,500 

1,500,000 
781,172 

2,426,675 

1  1M,481 
420,000 
867,000 

80^m 


23,200,116 


Pendine  aDDlication  for  loans:  Amount  of  lean»  committod  by  all  banks  til  be  tlowd 

itediTiMO,  fM,mooo.  TIM HvUcfttiim  Cot  ftew  lom 

ftXATW?^'^  ^  "  J™^T  THMSTALL,  VA. 

life.  Jtjdy,  Mr.  Chairman,  in  answer  to  the  question  as  to  why 
thOTe  should  be  two  land  banks — one  set  of  farmers  do  not  want  to 
Ittve  common  stock  in  any  institution,  others  will  cooperate  and  take 
stoek;  the  j^oiit^i^^  aiis^Wf^  ithe  >Qf 
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of  farmers  and  the  Federal  land  bank  answers  tiie  needs  of  those 
with  the  cooperative  idea. 

Now,  as  to  the  amount  of  capital,  when  it  can  be  shown  that  the 
loan  to  be  used  is  to  be  employed  by  the  farmer  residing  on  the  land 
and  developing  and  increasing  production  of  agricultural  staples, 
the  limit  on  these  loans  is  not  extreme. 

Here  is  the  point.  You  can  not  say  you  will  only  loan  $2,500  and 
loan  that  to  a  class  that  only  wants  $2,500,  and  here  is  a  man  that 
wants  $25,000  who  is  just  as  capable  of  using  it  as  the  man  who 
wants  $2,500. 

I  want  to  make  a  personal  statement  here.  Since  this  bill  has 
been  pending  and  the  statement  has  gone  out  from  the  joint-stock 
land  bank  that  all  business  is  suspended  until  the  outcome  of  this  bill 
is  determined,  my  neighbor,  Mr.  J.  H.  Upps,  was  approached  by  a 
loan  shark  and  offered  $10,000,  that  should  have  been  furnished  him 
by  a  joint-stock  land  bank.  He  was  offered  this  loan  for  five  years, 
with  a  discount  or  commission  of  $500  off  at  6  per  cent  interest. 
Now,  the  question  is,  at  the  end  of  the  five  years,  without  the  influence 
of  the  joint-stock  land  bank  or  the  Federal  land  bank,  what  will 
the  loan  shark  ask  him  when  the  debt  becomes  due,  when  the  dead- 
fall comes  down  on  his  property?  The  encouragement  to  men  to 
enlist  and  to  engage  in  agricultural  pursuits  by  the  fact  that  we  have 
to-day  the  Federal  land  banks  and  the  joint-stock  land  banks  is  one 
of  the  great  bright  spots  that  we  can  see  in  the  near  future  for  in- 
creasing agricultural  production,  and  unless  this  agricultural  pro- 
duction is  increased,  the  unrest  that  is  menacing  us  now  must  go  on 
to  a  crisis  that  will  shake  our  Nation. 

Hamstring  any  financing  of  the  farmer  and  you  menace  Liberty 
bonds — ^because  60  per  cent  of  the  assets  of  the  United  States  are 
invested  in  farms  and  farm  operations — all  commercial  enterprises, 
including  your  national  banks  and  the  very  Nation  itself. 

(Thereupon,  at  12  o'clock,  the  c(»nmittee  adjourned  until  Monday, 
Jan.  IS^  1920,  at  10.30  a.  in.> 


^    jfcumTitw  maw  xbeb^  utM^i  iMm^w^%smm  ^  JTCT'^^  ^ 


if 


EXEMPTION  OF  FEDERAL  FARM  LOAN  BONDS  FROM  TAXATION. 


SEOOKD  DAT. 

Uni!i»  SiAiw  Sktact, 
CoMMrranB  OK  Bakxiko  and  CunnKcr, 

Washington,  D.  0. 

The  committee  met  at  10.30  o'clock  a.  m.,  pursuant  to  adjourn- 
ment of  Saturday,  January  10,  1920. 

Present:  Senators  McLean  (chairman),  Gronna,  Iforris,  and 
Kendrick. 

The  Chairman.  I  understand  that  you  gentlemen  wish  to  add 
something  to  the  presentation  you  made  to  the  committee  .the  other 
day,  and  you  now  have  had  opportunity,  Mr.  Finley. 

Mr.  Finley.  Mr.  Chairman,  if  it  please  the  committee,  certain 
questions  were  asked  on  Saturday  that  we  fully  anticipated  would 
be  asked,  but  in  our  effort  to  get  through  as  promptly  as  possible, 
and  under  the  thought  at  that  time  that  we  would  have  about  three 
hours  and  only  had  two  hours,  they  could  not  be  gone  into  quite  as 
fully  as  we  would  like  to  have  gone  into  them,  and  therefore  we 
would  like  to  ask  the  committee  this  morning  first  to  hear  Mr,  Guy 
Huston,  president  of  the  First  Joint  Stock  Bank  of  Chicago,  Ofi.  tl^e 
Tieal  effect  of  removing  the  tax  exemption  &om  tibese  bon^. 

STATEMENT  OF  OUT  HUSTON,  PRESIDENT  HBST  JOQTT  STOC^ 

BANK  OF  CHICAGO. 

Mr.  Huston.  Mr.  Chairman  and  gentlemen  of  the  committee,  the 
loss  of  revenue  to  the  Government  through  the  converting  of  farm 
loans  into  tax-free  bonds  is  very  small. 

Hiere  are  $4,000,000,000  of  farm  mortgages  in  the  Unitjed  State^ 
which,  according  to  the  best  authorities,  are  lield  as  follows: 

Insurance  companies  ;  .  ^  ^isifc*  $1,100,000,000 

Savings  banks,  State  banks,  tniflt  companies,  and  commeFcial 

banks  ■   »„J-:1L.  ™  1.-™   1, 000,  000, 000 

Eleemosynary  instituti<nis   —  400,000,000 

Local  loans  -  =    1,250,000,000 

All  otlier  .   250,000,000 

T<rtRl_„j   4^000,000,000 

On  the  first  two  classes  of  investors,  which  carry  $2,000,000,000  of 
the  volume  of  the  mortgages,  income  tax  is  paid  only  on  the  profit 
of  those  institutions,  just  as  joint-stock  land  banks  would  pay  on 
tl^eif  fivp^^  |i§  .^ai^.   Eleemosynary  institutions  pay  no  income  tax. 


&2    ^oEMFTEOir  m  mmMi  vaboi  loajsi  bonds  jtbom  taxation 


Local  loans  are  those  carried  in  small  units  by  local  investors  who 
paf^y  a  nominal  income  tax,  if  any.  These  are  not  commercial 
loiis  aid  will  not  be  disturbed  and  can  not  be  made  "^dei  the  pio^ 
viaons  of  the  Federal  farm  loan  act.  This  leaves  only  |250,000  00^ 
df  loans  that  could  be  rewritten  into  this  act,  the  holder  of  which  may 

be  now  paying  an  income  tax.  ,        i     ,  i;  i 

.  m«a  *i  i^«6lc*  boys  a  bond  issued  under  the  Jedei-al  tarm-loan 
act  it  does  not  necessarily  follow  that  the  Go^;ernment  thereby  loses 
the  income  tax  on  a  portioh  of  the  investor's  income.  It  he  did 
not  buy  our  tax-free  bond  he  would  buy  a  municipal  bond  that  is 
also  wholly  tax  free.  If  he  buys  a  farm-loan  bond  his  money  has 
crone  into  productive  ehannerk  and  in  feuuBcmg  the  man  who  feeds 
The  world.  It  stimulates  every  human  activity  creatmg  a  large 
amount  of  new  taxable  wealth  and  thus  increases  revenues  while 
lowering  the  cost  of  livmg.  It  is  not  anticipated  by  students  ot  the 
farm-loan  situation  that  more  than  one-fourth  of  the  volume  of 
farm  loans  will  ever  be  made  by  banks  operating  under  the 
Federal  farm-loan  act  but  the  competition  of  these  banks  will  con- 
trol the  interest  rates  on  all  farm  loans  for  a  farmer  will  not 
pav  excessive  commissions  and  a  high  rate  of  interest  When  he  ^n 
.get  his  money  through  banks  operating  under  this  act  at  reasonable 

•  New  York  Citv  has  a  funded  debt  of  $l,450,000,00a-a  gimter 
amount  than  will' ever  be  issued  of  farm-loan  bonds.  This  is  wholly 
tax  free  as  to  income.  When  the  June  offering  of  $10,000,000  of  the 
bonds  of  the  joint-stock  land  banks  canie  out  the  city  of  New  York 
offered  and  sold  $32,000,000  tax-free  bonds.  Financial  papers  car- 
ried very  brief  notices  and  no  comments  were  made  on  these  bonds 
other  tlian  referrino-  to  the  price  they  brouofht.  They  were  over- 
subscribed and  no  public  offeriniT  was  ever  made,  but  tens  of  thou- 
sands of  dollars  were  spent  on  a  propaganda  against  the  offering  of 
joint-stock  land  bank  bonds. 

The  only  demand  for  taxation  of  these  bonds  is  that  carried  on 
by  a  snuili  f^roup  of  farm-mortgao:e  brokers,  Avho  style  themselves 
the  American  Association  of  Farm  Mortgage  Bankers.  That  asso- 
ciation is  composed  of  less  than  300  members,  of  which  I  am  one. 
Only  80  of  these  members  subscribed  to  this  propaganda  last  year, 
and' I  deny  their  right  to  claim  that  they  represent  the  6,000  farm- 
mortgage  dealers  and  brokers  of  America.  ^ 

Senator  Norms.  I  would  like  to  ask  you  this.    You  compared  these 
tax-free  bonds  of  joint  stock  banks  with  the  municipal  bonds  and 
so  forthj  using  New  York  as  an  illustration.    Now,  the  holder  of 
'the  municipal  bonds  has  to  pav  the  State  tax,  does  he  not? 

Mr,  HusTox.  In  very  few  States.  They  do  not  in  New  Yprk,  on 
,New  York  City  bonds. 

Senator  NoRBis.  Is  there  not  a  tax  of  any  kmd  m  New  York  that 
they  have  to  pay? 

Mr.  HtJSTON.  No.   That  was  on  the  authority  of  the  Wail  Street 

Journal. 

Senator  Norbis.  At  least  they  are  taxable  under  State  laws? 
Mr.  Huston.  No,  sir. 

Scmtor  Nowas.  I  do  not  mean  that  they  ar(i  actually  paying  a 
tax,  but  the  State  h»M  aiithoiity  to  tax  mimidpal  bonds  if  it  wants  t6. 
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Mr.  Huston.  Xo;  as  I  understand  it,  one  political  subdivision  can 
not  tax  the  bonds  of  another  subdivision. 

Senator  XoRRis.  Of  course  there  might  be  a  constituticmal  provi- 
sion in  a  State's  constitution  covering  that. 

Mr.  HusTox.  Ohio  has  a  constitution  provision  

Senator  Norris.  A  State  has  a  right  to  tax  mortgages  in  the 
State,  or  bonds,  and  even  to  have  an  income  tax  on  tiiose  bonds  if 
they  want  to;  but  we  preclude  them  from  taxing  your  bonds  in  any 
way,  we  relieve  your  bonds  from  taxation  by  State  or  municipal 
authority,  and  also  relieve  you  from  taxation  by  the  Federal  Gov- 
ernment under  the  income  tax  law,  so  I  think  yoo  wiU  have  to  con- 
cede that  there  is  that  difference  in  your  bcmd.  ' 

Mr.  Huston.  I  do  not  think  muiiB^al  btnids  aro  taubfeas  a  rule; 
at  leasts  with  very  few  exceptions. 

Senator  Nohhs.  Why,  we  speak  of  tiieir  not  being  taxable  because 
the  Federal  Government  does  not  tax  them-^and  there  is  a  ocmstitu- 
tional  (question  evm  in  that,  as  to  wh^w  the  Federal  Government 
has  a  nght  to  do  tliat— but  for  the  sake  of  aigument,  concede  that 
the  Federal  Government  has  no  richt  to  tax  the  bonds  of  municipali- 
ties or  States;  it  does  not  follow  ttie  States  can  not  do  that. 

Mr.  Huston.  I  can  only  say  they  do  not.  I  am  not  a  constitutional 
lawyer;  1  do  not  know  the  constitutional  questions. 
.    Senator  Norris.  Well,  I  am  not  familiar  with  the  laws  of  all  the 
States,  of  course;  but  as  a  fundamental  proposition  they  can  tax 
them  when  they  want  to. 

Mr.  Huston.  They  do  not  in  Illinois. 

Senator  Norris.  Unless  they  have  a  State  constitutional  provision 
that  would  prohibit  the  State  from  taxing,  for  instance,  municipal 
bonds  of  that  State.  Some  States  do  not  tax  mortgages  the  same  as 
others  do.  I  am  not  sure  but  what  some  relieve  th^  from  taxation 
practically  entirely. 

'  Mr.  Allen.  May  I  suggest  this :  That  they  could  not  tax  bonds 
that  were  issued  upon  a  tax-exemption  law,  and  most  of  them  ^are 

issued  and  have  been  up  to  the  present  time  

Senator  Norris.  If  they  were  issued  under  tax-exemption  law  

Mr.  Allen.  Yes;  and  that  is  the  condition  that  Mr.  Huston  is 
speaking  of. 

Senator  Norris.  But  the  Federal  Government  has  authority  over 
things  of  that  kind,  and  they  can  change  the  law  if  they  want  to. 
'    Mr.  Huston.  Yes. 

The  Chairman.  Where  did  you  get  your  estimate  of  farm  mofi- 
gages  ? 

'  Mr.  Huston.  That  is  often  quoted.  I  think  they  are  figures  taken 
from  the  Department  of  Agriculture  here,  and  they  have  been 
amended  from  time  to  time.  The  census  of  1910.  I  think,  gives  the 
figures  as  $3,200,000,000,  and  they  have  estimated  tiiiat  .the  in<^ease 
has  been  so  much. 
The  CHAiftMAN.  It  is  a  mere  estimate? 

Mfi  HudtoN*  Well^  it  is  used  by  tiie  Department  of  Agriculture 
here. 

iThe  Chairman.  I  have  seen  it  stated  in  the  press  recently  that  it 
was  nearly  $6,000,000,000. 

=  Mr.  HusTOK.  That  is  not  true.  I  have  seen  that  statemait.  I 
know  wh^  it  comes  firom,  and  I  ch^ 


The  Chaikxan.  Well,  I  suppose  all  these  securities  could  be  con- 
verted into  joint-stock  land  bonds  in  course  of  time. 

Mr.  HuffTOK.  No.  In  lUinois  it  is  estiioated  by  etxdwdM  that  half 
the  loans  made  are  not  commercial  loans. 

The  Ohaismak.  That  would  not  be  BeeesBazy  with  the  mmgm» 
companies  or  the  moJBlgage^mpanies. 

Mt.  HusTOK.  I  »gr  a  commemal  loan.  The  title  to  tSae  land  is 
Bot  sodi  that  a  loan  could  be  made  under  this  law  or  an  iosuranoe 
iccMnpany.  They  aare  held  m  the  loeality  of  the  farm,  and  must  be; 
they  aie  pnrebua&^piioe  ccmtrads;  there  is  an  outstanding  dower 
iBterest^ovaiia  on  midividtid.iiitmBts;  and  a  very  large  percentage 
of  the  loans  are  <tt  that  »^ae&  AoA  it  M  estiaiatod^**^  one  county 
:of  Illinois  we  made  that  estimate  onxseltes  and  we  so  figofed  it— 
Uiat  less  tiian  half  the  loans  were  commercial  loans. 

Tbe  CMamukK*  That  would  ncrib.apply  to  the  kains  tahm  by  in- 
sonnce  compuues  or  savii^  hankst 
:  Mr.  HiTBTOif.  .No,  sir.  Tlioea  are  c0mmfiBFeial  loans. 

Mr^  FzHUBT.  Mr.  Oh&bman,  we  wonld  like  for  the  committee  to 
bear  Jfew  Geonro  It  l^sey,  preddent  of  tibe.Montana  Joint  Sto& 
Land  Bank^  ofj&lena,,  Mont.  Mr.  Bamsey  oohws  frcmi  lliat  section 
!0|  tiw  cowitry  where  the  State  banks 

The  Chairman.  Before  tiiat,  if  you  please,  I  would  like  to  ask 
Mr.  Hustooi  a  question.  Tou  are  not  presidrat  of  the  Qiicago  bank, 
aroyon?  . 

Mr.  HusTOK.  Yes,  sir. 

The  Chaismak.  I  would  like  td  Itfsk  jiMt  <«e  more  question.  What 
f  ftre  your  profits  ? 

Mr.  Huston.  To  date,  to  January  1,  they  run  approximately  11 
per  cent,  but  that,  of  course,  includes  6  per  cent  interest  collected 
.on  our  own  capital  loaned  and  only  5  per  cent  profit  from  operating 
the  bank. 

The  Chairman.  Do  you  think  a  private  institution  ought  to  be 
permitted  to  earn  11  per  cent  on  subsidized  bonds? 

Mr.  Huston.  Yes;  a  well -managed  institution  that  does  not  earn 
11  per  cent  would  not  be  a  successful  institution,  and  we  have  large 
liability. 

The  Chairman.  It  seems  to  be  the  general  impression  that  5^  or  6 
per  cent  is  enough  for  the  railroads. 

Mr.  Huston.  We  are  not  merely  investors,  we  are  operators.  We 
are  taking  the  chance  of  bad  loans  and  bad  seasons,  and  a  hundred 
other  things.  .    .  i 

The  Chairman.  Railroads  are  operators,  are  they  not? 

Mr.  Huston.  You  are  speaking  of  the  bondholders;  but  if  you 
would  pass  a  law  that  no  one  should  jret  more  than  5|  per  cent  im)m 
stock  in  a  railroad,  there  never  would  be  another  one  built. 

The  Chairman.  I  am  not  disputing  that  personally,  but  that  is 
not  tlie  question.  You  are  seeking  for  a  Goverment  subsidy,  you  «ce 
running  a  private  institution.  You  admit  you  are  making  11  per 
cent  Now,  could  not  you.  make  a  reason^  profit,  e  . or  7  per  otot, 
without  that  subsidy?  ' 

Mr.  Huston.  We  could  not  make  a  doUttr;  Wf>  ocHdld  not  sell  a 
bond ;  we  could  not  serve  a  community. 

The  Chairman.  If  that  is  true,  then— and  you,  as  I  undiogtand 
from  Mr.  Fin^j,  ^ure  i^iUi»ft^y(mj^  under  ^  msA 
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limitations  as  are  now  imposed  upon  the  Farm  Loan  Aasodation  and 
their  bonds — ^why  do  yon  need  the  two  systems? 

Mr.  Huston.  We  are  running  over  my  time,  but  I  will  be  glad  to 
say  that  my  observation  is  that  the  farmer  is  an  individualized  per- 
son, the  farmers  of  America  did  not  bnild  up  this  country  in  small 
units;  they  did  not  build  any  villages;  each  man  put  his  axe  on  his 
shoulder  and  went  into  the  forest  or  to  the  plains  and  built  this  great 
agricultural  country,  and  the  men  we  are  loaning  to  to-day  are  their 
descendants,  and  they  are  much  like  their  forefathers,  tibey  li^  to 
borrow  from  private  individuals.  The  Federal  banks  are  doing  a 
great  work,  but  many  of  the  farmers  prefer  to  get  their  loans  from 
individuals.  Some  of  them  like  to  get  their  loans  through  corpora- 
tions, but  many  of  them  prefer  to  deal  with  individuals. 

The  Chairman.  Yes;  but  with  the  cooperative  associations,  com- 
posed of  farmers,  a  farmer  can  protect  himself  against  what  are 
denominated  the  land  sharks  and  the  speculative  investment  cmn- 
panies,  and  where  the  Government  furnishes  the  funds,  which  is  the 
ease  with  the  farm-loan  banks,  in  the  first  instance— and  I  under- 
stand it  has  subscribed  for  nearly  all  the  stock — is  not  that  as  far  up 
as  the  Government  ought  to  go,  and  ought  not  the  farmers,  where 
they  form  these  cooperative  associations,  ought  they  not  to  be  able 
and  willing  to  pay  the  current  rate,  where  the  Government  furnishes 
the  funds  in  the  first  instance,  the  same  as  any  other  class  of  men 
who  are  protected  against  the  speculator  and  the  land  shark? 

Mr.  Huston.  They  would  not  be  protected  if  you  do  not  give  them 
the  advantage  of  marketing  their  bonds  in  the  present  way.  They 
can  not  raise  the  money;  it  has  simply  got  to  come  back — ■ — 

The  Chairman,  But  we  had  it  up  "to  $10,000.  Is  not  that  enough 
for  the  small  farmer  to  expect  from  any  association  which  is  sub- 
sidized by  the  Government? 

Mr.  Huston.  The  small  farmer,  yes;  but  it  is  not  an  economic  unit 
in  many  sections  of  the  country. 

The  Chairman.  That  is  all.  Does  any  other  member  of  the  com- 
mittee desire  to  ask  Mr,  Huston  any  questions?  If  not,  you  may 
call  your  next  witness. 

Mr.  Ftnley.  May  I  precede  Mr.  Eamsev  by  saying  that  I  rather 
think  you  misunderstand  me,  Mr.  Chairman  ?'  On  Saturday  I  tried 
to  make  it  plain  that  we  were  agreed  that  the  two  systems  should 
go  along  together,  so  far  as  the  purpose  was  concerned.  I  think  if 
you  will  examine  the  record  you  will  find  that  that  was  as  far  as  my 
^atement  went  I  want  to  say  that  Mr.  Eamsev  comes  from  Mon- 
]t«na,  from  a  section  of  the  country  where  these  State  banks  origi- 
nated, and  is  quite  familiar  with  the  thought  in  that  section  in  ref- 
erence to  this  subject,  not  only  as  to  what  has  been  done,  but  what  is 
intended  to  be  done,  and  also  as  to  the  farmers'  viewpoint,  and  if 
you  could  hear  him  for  about  10  minutes  we  would  be  ghid  to  have 
you  do  80. 

OTATKMEIIT  OF  GEOBQE  L.  RAMSEY,  PRESIDENT  OF  THR  ]|UHI- 
TAHA  jmST  SXOGK  LANS  BANK,  HELENA,  MONI. 

Mr.  Ramsey.  Mr,  Chairman,  I  come  from  out  in  the  State  of 
^Montana.  I  am  an  owner  and  operator  of  farm  lands  in  Monona, 
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and  have  been  in  commercial  banking  in  Montana  for  more  l^an  30 
years. 

With  my  associates,  I  organized  the  joint-stock  land  bank  in 
Montana,  and  I  wish  to  tell  yon  gentlmen  that  I  am  consulting  my 
conscience  when  I  say  to  that  I  did  not  organize  it  so  much  for 
the  possible  profit  as  I  did  for  the  benefit  that  would  come  to'  the 
people  of  our  State.  I  can  say  to  yon  that  we  were  impelled  to  the 
extent  of  70  per  cent  by  a  desire  to  benefit  the  i^trmers,  and  per- 
haps 30  per  cent  by  the  profit  that  may  come  from  it.  We  can  not 
make  from  these  banks  more  than  6  or  8  per  cmt  except  in  «»oep- 
tional  instances.  In  the  instance  of  the  joint-stock  bank  of  Chicago, 
located  in  the  garden  spot  of  the  United  States,  with  tremendously 
big  loans,  naturally  its  business  has  been  very  large,  and  it  has  made 
an  extra-good  profit,  but  for  most  of  these  banks  there  will  be  but  a 
■sinull  profit.  ■  ^' 

We  have  been  in  business  since  April  last  and  we  are  yet  $10,000 
behind;  our  income  has  been  $10,000  behind  our  expenditures,  al- 
thougli  our  expenditures  are  on  a  moderate  basis,  ^ 

I  come  to  you  no  more  as  a  joint-stock  land  banker  than  I  do  as 
representative  of  the  faruiing  inti?rests  of  our  western  country. 
When  I  am  talking  for  Montana  I  am  talking  with  the  same  tone 
and  with  the  same  force  for  the  farmers  of  the  blue-grass  region  and 
the  grazinp-  hinds  of  West  Virginia  and  the  cotton  fields  of  Texas, 
and  the  wheat  fields  of  Dakota.  We  need  out  there  cheap  money, 
and  our  reusou  for  the  organization  of  a  joint-stock  land  bank  and 
taking  advantage  of  the  benefits  granted  by  this  act  Avas  in  order 
that  we  might  operate  in  the  same  way  that  a  railroad  company 
operates  when  it  builds  up  its  communities  and  its  neighborhoods  in 
order  to  get  the  passenger  and  freight  traffic  that  results  from  the 
building  up  of  that  community. 

We  organized  a  joint-stock  land  bank  not  for  the  profits  that  will 
come  from  that  joint-stock  land  bank,  because  we  could  make  much 
more  money  on  our  capital  used  in  other  directions,  but  for  the 
benefit  that  would  come  to  the  conunercial  development  of  the  State 
of  ^fontana  and  the  State  of  Idaho,  which  is  contiguous  to  our  State^ 
which  Ave  selected  under  this  act. 

iV"ow,  gentlemen,  the  farmers  out  our  way  for  the  first  time  in 
their  existence,  and  this  applies  to  the  farmers  of  the  whole  coun- 
try, can  feel  their  way  when  thev  make  a  mortgage  loan.  I  have 
had  farmers  say  to  me:  "This  is  the  first  time  I  have  felt  com- 
fortable in  my  life,"  when  the  papers  were  signed  and  the  money 
paid  over;  for  the  reason  that  heretofore,  as  they  said,  they  looked 
forward  to  a  5-year  renewal  of  their  mortgage  and  the  favor  of  a 
mortgage  broker,  and  the  payment  of  a  conunission,  and  ttwy  have 
said  to  me :  "  To-day  I  have  it  placed  for  33  years,  and  I  now  see  that 
I  shall  be  able  to  pay  this  debt  under  the  wonderfully  beneficent 
provisions  of  this  act,  a  100-eeiri^  debt  with  33  1-cent  payments,  aad 
it  is  acconiplished  by  no  compounding  of  interest,  no  building  and 
loan  association  computations,  no  achiarial  figures,  but  by  pbm  6 
per  cent  interest,''  airf  m  that  way  the  farmer  pays  a  100-cent  debt 
with  38  1-cent  payments,  and  in  the  meantime  pays  but  6  per  cent  on 
his  loan. 

Hfe  is  wanted  the  further  elastic  privilege,  if  he  wishes  to  pay  oflF 
the  loan  oefore  83  years,  by  bein^  permitted  to  pay  off  any  part  of 
it  on  an  iiitorest-paymeoat  date,  wnhout  previous  notice,  after  5  years. 
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Senator  Groxxa,  Are  you  speaking  of  Montana  altogether? 
Mr.  Eamset.  I  am  speaking  for  the  farmers  of  Moiktaua  and  Hbs 
fanners  of  the  entire  country. 

Senator  Gronna.  What  is  the  average  amount  of  the  loans  made 

in  Montana? 

Mr,  Ramsey.  $2,200.   Our  average  is  small  compared  to  other 

joint-stoc'k  banks. 

Senator  Norris.  What  proportion  of  the  men  to  whom  yoii  kan 
the  money  actually  live  on  the  land  and  cultiv^  it? 
Mr.  Ramsey.  Fully  95  per  cent  in  our  case. 

Senator  Norris.  And  can  you  give  us  an  idea  as  to  what  t^ese  95 
per  cent  did  with  the  money  that  they  borrowed? 

Mr.  Ramsey.  Yes,  sir;  probably  10  per  cent  of  them  used  the 
money  to  buy  live  stock  with  and  better  their  farms— probably  15 
per  cent.  Another  15  per  emt  used  the  money  for  betteiing  ibtm 
homes,  and  another  10  per  cent  protmldy  used  the  moneyfor  Hm 
purchase  of  machiawy  and  other  necessary  things  for  the  improve-^ 
nient  of  their  farms,  and  the.}»lanee  to  pay  off  provious  Joaas. 

Senator  JSomwu  Now^  how  manrf,  if  you  know,  of  the  mm  who 
have  borrowed  mon^  m  Mimtoiia  of  you  have  boraowed  sums  of 
$10,000  or  less? 

Mi\  Baxskt.  Our  volume  of  loafis  is  still  small  compared  to  the 
banks  generally,  so  that  I  imagine— did  you  say  $10,000  or  less? 
Senator  Norris.  Yes. 

Mr.  Ramsey.  Oh,  probably  76  per  cent  of  them  in  our  country. 

Senator  Norms.  That  75  per  cent  of  them,  if  they  were  living  on 
the  land  and  cultivating  it,  as  you  say  95  per  cent  are.  wouldEave 
been  able  to  have  gotten  their  loans  through  farm  loan  banks,  would 
they  not? 

Mr.  Bamset.  Yes;  but,  if  you  please,  if  you  borrow  from  the  farm 
loan  bank  .you  have  to  join  an  association  of  your  neighbors,  do 
business  with  your  nei^bors,  expose  the  privacy  of  your  affairs  to 
your  neighbors  and  tiieir  gossip ;  you  have  to  accept  a  payment  of  95 
cents  on  the  dollar  in  cash  and  5  per  cent  of  your  loan  is  given  to 
you  in  stock  of  the  Federal  land  bank  of  that  district,  and  you  have 
to  assume  a  responsibility  in  all  the  loans  of  all  the  banks  of  the 
United  States,  and  for  the  5  per  cent  stock  given  to  you  you  as- 
sume a  double  personal  liability. 

Senator  Norris.  Well,  that  is  the  extent  of  your  liability,  though, 
while  you  assume  that— — 

Mr.  Eamsey.  Yes;  for  the  guaranty — double  your  liability. 

Senator  Norris.  Yes;  that  is  the  extent  of  your  liability.  Now, 
would  you  be  willing  that  the  law  should  be  changed  so  that  you 
could  loan  only  in  amounts  of  $10,000  or  less  and  only  to  men  who 
were  actually  living  on  the  land  and  cultivating  it? 

Mr.  Eamsey.  I  believe  it  would  be  wise  to  amend  it  so  that  loans 
could  only  be  made  to  men  living  on  the  land.  That  would  not 
affect  our  country  materially,  because  most  of  our  people  are  occu- 
pants of  their  farms.   It  is  in  the  older  communities  

Senator  Norris.  Would  not  that  carry  out  the  idea  that  the  favors 
the  law  gives  by  reason  of  exemption  of  tax  be  confined  to  men 
actually  living  on  their  land  rather  than  speculators  living  in  town? 

Mr.  ilAMSEY.  We  have  no  material  objection  to  it.  I  am  here  to 
say  to  you  now  that  I  am  willing  to  have  you  bring  us  under  all 
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the  restrictions  and  all  the  environment  that  you  bring  to  the  Fed- 
eral land  banks,  except  as  to  amount — and  we  serve  a  different  class 
of  people ;  we  serve  that  independent  class  of  men  who  do  not  want 
to  become  liable  

Senator  Norris.  I  understand  that  is  one  of  your  argumentSj^  and 
I  think  there  is  a  great  deal  in  it. 

Mr.  Eamsey.  And  I  may  say  this,  that  we  have  in  this  country 
this  sort  of  a  situation:  National  banks  for  the  commercial  inter- 
ests and  no  banks  for  the  men  who  are  farmers,  with  a  fine,  strong 
commercial  instinct.  We  have  no  banks  for  that  man  who*  wants 
to  borrow  $10,000  or  more,  or  $8,000,  say. 

Senator  Norris,  Well,  if  we  want  to  help  agriculture  now  and 
want  to  provide  inducements  to  get  the  men  onto  the  farm  and  to 
keep  men  on  the.  farm,  and  let  renters  become  owners  instead  of 
tenants,  and  we  resort  to  an  expediency  to  give  them  an  advantage 
over  the  balance  of  the  count]^  by  issuing  their  bonds  tax  free, 
ought  we  not  to  confine  the  ^vemmental  instrumentalities  to  the 
fellows  who  are  actually  farming,  rather  than  giving  the  speculator 
an  advantajp;e  under  the  law?  Why  ^ould  we  give  to  men  Bpeo- 
ulating  in  mrm  lands,  any  more  than  we  would  to  man  who  are  in 
the  merchandise  business,  tax-exempt  bonds  ? 

Mr.  Ramsay.  In  response  to^t,  sir,  I  should  say  we  would  bow 
most  respectfully  to  whatever  your  judgment  ccmdudes.  I  do  not 
think  it  is  a  wise  thing  to  do,  but  I  do  not  assert  my  own  judgment 
as  against  yours,  with  your  national-wide  visian.  We  a3Pe  men  with 
a  local  vision.   May  I  proceed  ? 

The  Chaibmak.  Yes. 

Mr.  Bamset.  I  want  to  get  into  this  record  the  plea  from  the 
farmers  of  the  West;  I  want  to  say  that  the  effectiveness  of  this  Iaw 
is  mcesssT^  in  order  to  keep  the  farmer  on  the  farm.  In  the  com 
belt  of  this  country,  which  is  the  garden  spot  of  tihe  Kation,  the 
population  in  1910  was  less  tlum  it  was  in  1880, 

Senator  Norris.  If  you  want  to  keep  the  men  on  the  farm,  why 
should  you  loan  to  the  men  who  are  not  on  the  farm;  that  will  not 
induce  ^em  to  go  back  on  the  farm,  will  it? 

Mr.  Bamsbt.  I  am  explaining  to  you,  sir,  that  the  suburban  pop- 
ulation of  the  com  belt  of  this  country  in  1910  was  less  than  in 
1880.  Take  McDonald  County,  111.  The  population  in  1910  was  less 
than  it  was  in  1880.  At  the  same  time  the  cities  of  that  same 
county,  that  same  corn  belt,  have  increased  150  per  cent.  You  have 
got  to  do  something  to  keep  the  farmer  on  the  farm,  you  have  to 
give  him  some  benefits.  He  is  the  only  man  in  this  Nation  who  has 
had  no  particular  benefit  from  the  Government.  We  are  pleading 
for  the  joint-stock  land  banks.  We  are  pleading  for  that  man  that 
can  not  go  into  a  national  bank  and  borrow  money  on  his  farm. 

It  is  true  the  laws  allow  a  national  bank  to  loan  a  certain  amount 
on  farm  lands:  but  it  is  the  policy,  almost  universal,  for  them  to 
refuse  to  loan  on  mortgages  on  farm  lands.  Therefore  there  is  no 
place  for  a  man  to  go  who  wants  to  borrow  any  large  amount ;  and, 
gentlemen,  the  question  involved  here  is  not  one  of  saving  by  some 
devious  or  indirect  way  on  income  tax,  it  is  food  production.  And 
I  wish  to  say  this,  Senator,  that  there  may  be  criticisms,  tenable 
criticisms,  against  this  law,  but  it  is  on  tihe  statute  books,  and  we 
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are  now  m  the  most  critical  period  of  the  whole  world,  and  if  this 
does  increase  production— and  it  does— it  surely  should  not  be  inter- 
fered with  for  the  next  three  or  four  years. 

I  am  telling  you  gentlemen  that  the  farmers  are  just  beginning 
to  realize  that  the  Congress  of  the  United  States  is  undertaking  to 
disturb  m  one  way  or  another  this  law,  and  the  farmers  are  look- 
ing  up  ill  profound  amazement,  wondering  what  it  all  means.  This 
is  the  first  time  in  the  history  of  the  Nation  that  a  benefit  was 
granted  to  them  and  given  to  them  of  some  little  value,  and  they  are 
wondering  why  it  should  be  proposed  to  immediately  take  it  away 
from  them,  and  it  is  going  to  make  a  feeling  of  resentment  and  un- 
happiness  all  over  this  country  so  deep  and  broad  and  so  colored 
with  the  gloom  of  despair  and  discouragement,  that  you  will  find  a 
sentiment  among  the  farm  population  of  this  country  that  will  be 
heard  from  the  AUeghenies  to  the  Eocky  Mountains- 
Senator  Grokna.  Where  is  your  bank  located? 
Mr,  Ra:msey.  I  live  in  Helena,  Mont. 
Senator  Gronna.  And  your  bai&k  is  located  there? 
Mr.  Kamset.  Yes,  sir. 
.  Senator  Gbonna.         is  a  rather  olcU  settled  coimtry,  is  it  not? 
Mr.  Eamset.  Yes. 

l^enator  Gbonna.  A  mimiig  dirtrict? 
.  Mr.  Ramsey.  Yes. 

'  S^ator  Gbonna.  Is  it  maek  of  an  agricultural  distrid;? 
Mr.  Bautset.  Not  so  much  around  our  section  as  around  Billings 
or  Miles  City  or  Bozemui  or  Gfeat  Falls,  but  it  is  the  capital  of 
th&  State. 

Senator  Gronka.  ¥vom  what  part  of  ymr  State  do  ymir  loans 
mostly  come  from? 

Mr.  Bamsey.  The  eastern  and  also  the  western  and  southern  part 
of  Montana,  all  aronnd  ihe  State,  all  over  Montaniu 

S(mat<^  Gbonna,  Do  you  get  many  Ircan  the  northeastern  part? 

Mr,  Kamset*  From  Sheridan  and  eastern  pi^  of  Vall&f  Gcmnty 
we  do.  We  are  not  making  any  loans  on  the  Great  Northern 
of  Glasgow ;  in  the  northern  one-fifth  of  the  State  we  are  not  loan- 
ing any  money  because  of  ihe  drouth  ocmditions,  bat  we  are  loan- 
ing in  the  southern  three-fifths  and  in  Shoidan  Goimty,  next  to 
your  State,  Senator. 

Senator  Gronna.  I  know  a  great  many  of  your  people,  fottXL- 
nately  or  unfortunately,  have  left  your  Stete  on  account  of  the 
drouth. 

Mr.  EAMSfiY.  Yes,  but  principally  on  the  Great  Northern  Bail- 
road  line. 

Senator  Gronna.  By  the  thousands  they  have  left  there. 

Mr.  Ramsey.  I  must  object  to  the  statement  that  they  have  left 

bv  the  thousands. 

Senator  Gronna.  I  know  considerable  about  it,  because  I  thmk 
mv  correspondence  is  probably  larger  than  yours. 

Mr.  Ramsey.  No  doubt  it  is,  but  I  must  protest  against  the  state- 
ment that  they  have  left  by  the  thousands. 

Senator  Gronna.  I  say  it  is  by  the  thousands. 

Mr.  Ramsey.  Then  that  is  a  direct  contradiction. 

Senator  GfiONN^i.  Well,  my  statement  will  go  into  the  record  along 
with  yours. 
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Mr.  Ramsey.  Yes. 

Senator  Groxxa.  Do  you  think  you  have  manv  fanners,  especially 
among:  the  homesteaders,  who  came  up  to  Montana,  who  would  re- 
quire more  than  $10,000? 

Mr.  Ramsey.  We  have  a  great  many  who  borrow  $10,000  or  $20,000 
or  $30,000.  '         ^  ' 

Senator  Gkoxna.  You  are  speaking  now  of  stock  men? 

Mr.  Ramsey.  No;  of  grain  farmei"s;  of  producers  of  wheat,  rye, 

barley,  oats,  and  alfalfa. 

Senator  Groxna.  What  percentage  of  the  fai*mers  would  requitB 

more  than  $10,000? 

Mr.  Ra  MSEY.  In  nunibcrs  of  f  <irmGrs  ? 
Senator  Groxna.  What  percentage? 

Mr.  Ramsey.  In  total  numbers  of  farmers  that  would  require  more 
than  $10,C00.  probably  from  15  to  20  per  cent.  Our  State  is  pro* 
^ressmn:  nioro  rapidly  than  you  are  imagining.  There  is  many  a 
farmer  m  your  State  that  requires  more  than  $10,000. 

Senator  Groxna.  The  average  loan  made  by  the  farmers  in  my 
State  IS  $2,500.  taking  the  $36,000,000  loaned  bv  the  Federal  Bank  of 
St.  Paul,  and  that  is  trueoiiiinmaota.  MickiciBi,  and  NoH^  I>airota. 
That  average  is  $2,500.  '  -  ■  : 

Mr.  Ramsey.  But  the  average  of  applicataions  made  to  your  North 
Dakota  State  Bank,  based  on  the  same  plan  as  this,  with  amoi^a- 
tion  payments,  ig  far  more  than  $2,500.  Manv  of  them  aie  mine 
than  $10,000. 

Senator  Ghonna.  Which  State  Bank? 

Mr^  Ramsey.  Your  land  bank  of  Korth  Dakota,  a  part  of  vo«* 
new  State  bankinfr  sj  stem. 

Senator  Gronna/ Well,  my  State  has  alwavs  loaned  the  school 
money-.   Do  you  include  that  ? 

j^'^*^^;  ®"t"**^  3'0"  *»ave  a  law  based  upon  the  same  plan  as 
this— federal  land  bank  law,  by  which  the  State  issues  bonds  against 
the  mortgages  deposited  with.ttie  trustees,  and  you  sell  the  bonds  in 
the  op«ii  market. 

S^tor  GsoNNA.  We  wont  go  into  tint,  because  thev  have  been 
unable  to  sell  the  bonds.   But  I  am  anxious  to  find  out  this :  What 

SO  far  as  Montana  is  con- 
cerned, of  the  joint-stock  land  bank?  Is  it  possible  for  the  farmers 
of  Montana  to  get  along  with  the  Federal  land  l)ank  or  is  it  neces- 
»>7.*o  Iiave  the  joint^stock  land  bank  because  larger  amounts  are 
required  than  they  can  obtain  through  the  mutual  associations « 

Mr,  Bamsey.  Yes,  sir. 

Senator  Gronna.  Now,  I  will  say  this  to  you:  I  am  quite  familiar 
with  conditions  m  my  State,  as  I  have  been  there  41  years,  arid  I 
know  something  about  the  conditions  there.  I  know  we  have  no  de 
mand  from  the  people  in  Xorth  Dakota  for  the  joint-stock  land 
banks  but  the  Government  of  the  United  States  has  loaned  $15,- 
000,000  m  our  State  m  small  loans.  Let  me  sav  that  that  was  what 
this  law  was  intended  for— to  give  to  the  man 'who  had  no  farm  an 
opportunity  to  get  a  farm,  or  to  give  to  the  man  who  was  unable  ta 
have  his  rates  of  interest  st^idardized,  make  it  poesibto  for  iiim  to 
get  money  at  a  living  cost.  r  ' 

Mr.  Ramsey.  I  underatand.  '  ^ 


Senator  Gronna.  We  did  not  mal^  it  for  mm  like  myself.  I  &ak 
borrow  in  large  amounts  and  do  borrow  in  large  amounts— ^40^000  or 
$50,000;  I  can  go  to  Minnei^lis,  Chicago,  or  Dulut^  or  my  othM- 
city  ottt  there  aad  get  money  at  a  reasonable  rate--at  6  pear  eeiot. 
Now,  is  it  necessary  for  the  |>eople  of  Mcmtaaa  t^  have  a  joint- 
stock  land  bank  to  promote  agrieidtoret 

Mr«.  Eamss^t.  It  ia  absolutefy  necessary  in  order  to  get  monej  at  6 
per  crail»  .1  w«at  to  say  to  yon  thai  tibe  mwtgage  companies  m  our 
State  hava  no  rate  less  than  8  per  centt  that  they  are  getting  S,  9, 
aad  10  p»  amt,  I  do  not  know  whdli^  our  secretary  has  put  into 
the  mmd  or  nofe  th»  iwoofds  I  have  got  for  him,  of  the  hook  and 
page  of  the  inortMe  taoord,  of  mortgages  filed  in  November  and 
Eteden^iMV  1919,  mowing  that  ^  mortgage  houses  were  getting  10 
peir  cent,  and  avmetimes  th^  are  erordsing  usury  above  10  per 
«eist  and  getting  a  commission  of  10  per  cent.  I  want  to  say  to  you 
that  the  Great  Union  Central  Life  Insurance  Co^  of  Ohio,  which  Ws 
the  largest  volume  of  farm  mortgages  outstanding^  are  putting  out 
in  our  State  a  6  ]pet  cmt  20-year  amortization,  as  they  have  the  ef- 
frontery to  call  it,  loan  and  creating  the  impression  that  they  are 
taking  care  of  the  situation,  and  yet  that  loan  is  a  loan  repayable 
at  a  rate  of  $10.53  a  year  for  20  years,  and  the  farmer  loses  sight 
of  the  fact  that  he  has  the  use  of  but  one-half  of  his  loan  for  the  full 
twm,  and  the  loan  figures  out  that  he  is  paying  9  per  cent  interest. 
Then  they  say  we  meet  the  Government's  conditions  by  allowing  you 
to  pay  it  off  if  you  want  to,  but  the  contract  is  such  that  if  a  man 
pays  off  his  loan  at  the  end  of  8  or  10  years,  his  interest  has  cost  him 
13  per  cent  per  annum.  That  is  the  situation  in  Montana,  and  that 
is  why  I  am  pleading  for  6  per  cent  money  to  develop  that  State. 

Senator  Gronxa,  We  had  the  same  condition  in  North  Dakota 
until  we  were  established.  In  the  western  part  of  our  State  it  is  not 
an  easy  matter  to  get  the  money  for  the  farmers,  but  take  the  eastern 
and  they  can  get  all  the  money  they  need  at  6  per  cent.  Now,  I  know 
the  conditions  in  your  State  and  1  am  not  opposing.  1  am  in  favor 
of  getting  your  farmers'  money  just  as  cheap  as  they  can  get  it  any- 
where else  in  the  world.  I  am  in  favor  of  that  you  understand;  but 
is  it  not  possible  that  if  the  Government  or  if  these  banks  that  you 
are  establishing  now  take  a  great  many  mortgages,  which  means  that 
a  great  amount  of  bonds  must  necessarily  be  issued,  is  it  possible  that 
"we  are  going  to  take  from  the  farmers  the  opportunity  of  getting 
any  money  under  the  system,  because  you  know  that  there  is  a  great 
demand  to  repeal  the  entire  law  except  for  tax-exempt  bonds.  Now,, 
that  seems  to  me  something  that  you  should  take  into  consideration. 
What  percentage  of  farmers  need  the  large  amount  you  are  referring 
to,  and  what  percentage  are  satisfied  with  less  than  $10,000?  We  do 
not  want  to  repeal  the  law,  so  far  as  I  am  concerned,  and  prohibit  the 
farmer  from  getting  at  least  $10,000.  That  is  not  in  the  minds  of 
this  committee,  I  think,  although  I  can  not  speak  for  the  others. 

Mr.  Bamset.  Now,  departing  from  that  line  of  argument — and 
T  catch  your  point  all  right — I  want  to  £»y  that  we  n^d  ttie  larger 
opportunity  to  loan  to  the  bigger  fanners  because  the  question  in- 
volved and  facing  this  nation'  for  the  neirt  year  or  two  is  food  pro- 
duction. 

Swator  Groxka.  That  is  tnie. 
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I  can  give  you  the  price  current  of  wheat  on  the 
for  every  year  since  1859,  and  in  every  case  of  a 


Mr.  Eamsey. 
London  market 

great  war  it  shows  the  price  of  wheat  was  greater  tAvo  years  after 
the  war  than  during  the  war.  We  are  approaching  that  time  now. 
And  the  reason  for  it  was  higher  two  years  after  the  war  than 
during  the  war  was  because  of  the  scarcity  of  wheat,  and  this  is  no 
time  to  discourage  the  large  farmer  by  taking  away  from  him  this 
law.  Now,  I  want  to  say  this  as  a  side  line  to  your  arguments,  that 
we  put  up  $250,000  of  our  capital  in  this  bank/  If  you  disturb  this 
law  as  regards  the  joint  stock  land  banks,  we  have  a  33  years'  liquida- 
tion proposition  on  our  hands  that  will  develop  into  something  of 
a  loss  in  one  ai^le  or  the  other.  I  do  not  feel  that  the  faith  of  Con- 
gress will  have  bem  carried  out  if  you  undertake  to  disturb  ns  in  this 
law  to  any  appreciable  degree,  but  I  ^y  to  you  that  we  are  r«ady 
to  put  ourselves  under  any  restriction  you  want  to  impose  on  the 
Federal  land  banks  or  an^  other  restriction  you  think  is  proper,  ex- 
cept as  to  the  tax  exemption  and  as  to  the  amount  of  the  loan. 

We  will  feel  that  we  have  been  unfairly  d^t  witii,  I  think,  if  the 
law  is  dianged  in  respect  to  these  two  matters,  because  we  mought 
this  was  designed  to  benefit  the  hrnxm^  and  it  does  benefit  the^ 
farmer,  and  we  put  in  our  capital  becatise  it  does  b^ettt  the  farmer, 
and  we  do  not  waat  to  have  it  turned  a^way  fnHn  us  because  at  t^A^ 
late  day  nobody,  no  cwae  on  the  tc^  of  God's  earth  except  the  life 
insurance  companies  and  the  fenn  mortgage  brokers  of  the  Nortli- 
west,  are  asking  for  it  There  is  no  cme  asking  for  it  except  the 
life  insurance  companies  lilte  the  Union  Central  Co.  of  Cincinnati, 
and  the  farm  mortgage  brokers  of  the  Middle  West,  who  do  not  want 
to  come  under  Federal  supervision  with  their  affairs,  but  who  have 
announced  that  if  Congreiss  does  not  repeal  this  law  they  will  come 
under  it  ^  .  . 

Senator  Nobsis*  Now,  Mr.  Kamsey,  I  do  not  think  there  is  any- 
bodv  who  wants  to  do  any  injury  to  you  people.  I  think  it  is  gen- 
erally conceded  that  you  went  into  this  business  honestly,  and  you 
had  a  right  to  go  into  it.  There  is  nothing  wrong  about  that,  and 
nobody  looks  upon  you  men  as  having  clone  or  doing  anything  wrong, 
but  your  argument  is  that  they  ought  to  continue,  that  we  ought 
not  to  interfere  with  it  now  since  you  have  gone  into  this  business 
under  the  law.  Would  it  not  follow  that  according  to  your  argu- 
ment this  law  must  remain  on  the  statute  books  indefinitely? 
,  Mr.  Ramsey.  No,  sir;  but  I  ask  not  to  be  disturbed  for  the  next 
two  or  three  years. 

Senator  Norris.  All  right.  In  the  next  two  or  three  years  there 
will  be  hundreds  more  of  these  banks  organized,  and  do  you  realize 
A^  hat  an  mfluence  they  would  be  able  to  exert  through  Congress  to 
prevent  the  repeal  of  the  law?  I  would  like  to  hear  you  on  this 
proposition:  Assuming  that  Congress  desires  now  to  repeal  this  tax 
exemption,  what  should  Congress  do  in  order  to  protect  you  men' 
who  have  gone  mto  the  business,  in  order  to  save  vou  harm  if  we 
can^  I  do  not  know  what  the  result  of  the  committee's  action  mav 
be.  but  assuming— and  there  is  a  strong  probability  that  that  maV 
be  the  result— that  when  we  get  through  with  these  hearings  we  wiU 
roach  tho  conclusion  that  we  ought  to  repeal  thi^  tax  exeiinSption  mat-'' 
ter,  then  the  question  will  arise,  What  are  we  going  to  do  albout  these 
jnstitutionss 
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Mr.  Ramsey.  Senator  Norris,  I  shall  not  discuss  it,  I  will  not  con- 
template such  a  thing.  If  Congress  should,  and  what  I  would  deem, 
to  be  ill-advised  action,  interfere  with  the  tax  exemption  provision 
of  this  law,  ti^K  we  will  probably  be  before  you  with  suggestions  of 
a  remed;^  of  sobm  kind  to  take  cait  of  the  people  who  have  gone  inta 
this  business. 

Senator  Norris.  That  might  come  ri^t  on  the  heels  of  this;  per- 
liaps  it  ou^t  to  be  imeliided  in  the  law  l^at  repeals  the  tax  exexap- 

tion  feature. 

^  Mr.  BMmmr.  What  you  ought  to  include  in  the  law  is  giving  the 
Federal  Farm  Loan  Board  the  right  to  supervise  the  oi^anization  of, 
these  banks  in  the  same  manner  that  i^e  Compt^Uer  of  the  Cur- 
rent limits  the  organization  of  national  banl^  The  Comptroller 
of  the  Currenc}^  may  determme  if  a  town  that  wants  a  national  bank 
needs  the  bank,  first ;  and,  in  the  second  place,  see  that  the  men  or- 
ganizing the  bank,  if  it  is  a  bank  thiat  is  needed,  are  competent  bank- 
ers and  the  proper  people  to  have  charge  of  it  If  you  give  the  Fed-, 
eral  board  the  same  privilege  in  regard  to  these  banks,  the  Federal 
Farm  Loan  Board  can  then  govern  the  situation,  and  you  have  the 
precedent  for  it  of  the  national  banking  law,  which  has  been  on  the 
statute  books  since  1860  something. 

Senator  Norris.  I  would  like  to  have  your  experience  in  your  bank 
as  far  as  you  have  gone.  For  instance,  what  do  you  have  to  pay  in 
salaries,  and  how  much  in  rent,  etc.? 

Mr.  Kamsey.  We  have  a  manager  at  $3,000  a  year;  we  have  a  vice 
president  without  salary:  we  have  a  treasurer  at  $1,800  a  year;  we 
have  a  cleik  at  $125  a  month.  Also  we  have  two  stenographers,  one 
at  $100  and  one  at  $85  a  month. 

Senator  Norris.  What  salary  do  you  get? 

Mr.  Ramsey.  Nothing. 

Senator  Norris.  You  do  not  get  anything? 

Mr.  Ramsey.  Not  a  nickel. 

Senator  Norris.  How  long  have  you  been  organized?  • 
Mr.  Ramsey.  Since  April. 

Senator  Nomas.  Do  you  devote  a  good  share  of  your  time  to  this 

business? 

Mr.  Ramsey.  Yes.    I  have  been  here  10  days  in  this  matter  now. 

The  CnAiBMAK>  Has.tbe  appreciation  in  laiid  values  reached  Mon^ 

tana  ? 

Mr.  Ramsky.  No,  sir.  And  another  thing.  You  fear  land  specula- 
tion will  arise  from  this  thing.  The  Federal  board  has  limited  loanS' 
in  Illinois  to  $100  an  acre,  and  in  our  country  to  $25  an  acre  on  un- 
irrigated  and  $50  an  aere  m  urigated  lands.  That  pre^ente  speeola- 
tion. 

The  Chaikmax.  Is  there  a  difference  in  the  rate  on  in%ated  landft 
and  unirrigated  lands? 

Mr.  MAxmi.  Thb  mortgage  companies  make  a  diff^n^oe;  yes.  Ifc; 
is  6  per  cent  

The  Chairman,  How  much  difference  is  th^re,  is  there  quite  a  dif- 
ierencef 

Mr.  BL&MSBr.  About  1  per  c^t  difference  between  what  they  charge 
on  irrigated  lands  and  nonirrigated  lands^  ' 
The  Chairman.  Is  it  not  more  than  that? 
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Mr.  Ramsey.  Well,  not  between  high  grade  unirrigated  lands  and 
the  irrigated  lands.  That  is.  Senator  Gronna,  in  Judith  Basin  they 
borrow  at  8  per  cent,  and  in  the  Gallatin  Valley  at  7  per  cent.  In 
the  Gallatin  Valley,  adjoining  your  Gallatin  Valley,  Senator,  they 
pay  from  8  to  9  per  cent.  There  is  a  difference  there  of  2  per  cent, 
and  of  course  on  the  10  per  cent  loans  in  Montana  they  have  increased 
this  much  more. 

Senator  Gronna.  I  am  afraid  I  did  not  make  myself  understood, 
but  what  I  would  like  you  to  discuss  is  the  question  of  whether  it 
would  be  better  to  repeal  the  whole  law,  the  tax  exemption  feature 
of  the  whole  law  ? 

Mr.  Ramset.  No;  it  would  not. 

Senator  Ghonna.  I  mean  that  feature  of  both  the  Federal  farm 
land  banks  and  the  joint-stock  land  banks. 
Mr.  Ramset.  No,  sir. 

Senate  Gmnna.  Or  if  it  would  be  brtter  to  rapeal  one  or  tbe 

other? 

Mr.  Ramset.  No.  I  think  we  should  leave  the  law  as  it  is.  There 
BX%  outstanding  in  the  United  States  some  biUi<m  of  municipal  securi- 
ties^ money  boarowed  to  build  sb^eets  and  pave  streets  and  build! 
sewers  and  waterworks,  and  tibe  dwellers  in  cities  hmve  had  all  theses 
wonderful  ben«^  which  we  sec  tfomid  us  by  reason  of  the  iaet^tiiat 
they  could  bcnrrow  money  cheaply  on  tax-free  seeurities, 

l^imator  Komm.  I  &nbk  you  &re  wrong  about  tildr  being  Uasriteie 
sikmrHies. 

Ife.  Ramset.  Let  me  aiy  this.  The  tax*free  theOTj  in  the  United 
States  is  engrafted  upon  the  Govemm^  of  the  iJnlted  Stales  as 
firmly,  as  strongly,  and  as  finnly  as  steel  barbed  wire  embedded  in 
concrete  and  cement.  Kow,  as  you  gentlemen  bXL  know,  ilie  imx  ex- 
emption discussions  occurred  in  the  constituticmal  conyention,  and 
the  quarrel  was  there  between  the  representatives  of  the  13  States 
as  to  whether  the  super-State  should  be  allowed  to  tax  their  securi- 
ties, and  the  final  result  of  it  was  that  there  was  no  record,  and 
hardly  anything  put  in  our  Constitution  at  all  about  tax  exemption; 
but  there  was  record  kept  in  Mr.  Madison's  journal,  and  the  members 
of  the  Supreme  Court  for  30  vears  consulted  wliat  was  contained  in 
that  journal  about  that  matter,  in  rendering  many  decisions  on  tax 
exemption  cases  between  the  States,  those  cases  that  came  up  begin- 
ning 5  years  after  the  Constitution  was  adopted. 

Senator  Norris.  I  do  not  think  you  pet  the  idea.  T  did  not  mean 
that  the  Federal  Government  should  tax  municipal  bonds,  but  the 
State  government  can  tax  them. 

Mr.  Eamset.  They  can  tax  theirs,  but  not  those  of  another  State. 

Senator  Norris.  So  they  are  not  tax  exempt.    Now,  these  bonds 
you  have  are  tax  exempt  from  both  State  and  National  taxation. 

Mr.  Ramsey.  Yes,  sir  :  they  are  exempt  from  State  taxes  because 
they  are  national  securities.  ^Neither  can  a.  State  tax  other  securities 
unless  the  law  permits  it. 

Senator  Gronna.  Before  you  get  away  from  that,  I  think  we  all 
agree  to  this :  That  there  is  a  subsidy  to  the  farmers,  we  can  call  it  a 
subsidy  to  the  farmers,  exempting  their  mort^a^  and  bwids  iwmxi  • 
paying  tax.   I  think  we  jtll  agree  on  that. 

Mr,  Bamsrx.  Yes,  sir.  t      . ,  * 
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■  Senator  Gronna.  Now,  then,  the  next  question  which  seems  to  me 
fundamental  is  this:  How  far  can  we  go  to  justify  that?  Can  we 
go  any  further  than  simply  to  say  we  want  to  encourage  the  pro- 
duction of  food  for  tlie  human  family,  we  want  to  increase  the  num- 
ber of  farmers  ?  We  want  the  little  fellow  who  lives  in  the  back- 
woods and  needs  $400  or  $500,  whom  nobody  knows.  We  want  to 
give  him  an  opportunity  to  build  up  a  little^home  and  to  break  up 
a  httle  more  land.  I  am  not  going  mto  the  detail  of  what  he  should 
use  his  money  for.  There  is  muel  to  be  said  about  that.  But  can 
we,  I  say,  justify  our  position  in  saying  that  this  special  class,  the 
farmer,  shall  have  the  subsidy  for  any  other  purpose  than  simply 
going  into  increased  production? 

Mr.  Ramsey.  With  indisputable  evidence  that  we  have  4^000^000 
people  starving  in  Europe,  and  with  this  country  committed  to  the 
idea  of  taking  care  of  the  people  of  the  worid,  prodcu^on  of  food 
is  the  important  thing,  and  it  is  the  principal  object  in  this  whole 
thing.  I  want  to  say  tiiis  as  to  income  taxes  Hat  cmim  to  the  Na- 
tional Government  throu^  this  source.  The  income  taxes  of  this 
country  come,  first,  32  per  cent  from  oorporati<ms,  33  per  cent  come 
IroBi  personal  endeavor,  19  per  cent  from  excess  on  dividends,  12 
per  cent  from  rents  and  royalties^  and  4  per  emt  from -interest.  If 
you  exonpted  all  interest  from  mcome  tax  ih&te  would  only  be  a 
4  per  cent  loss,  and  the  portion  that  comes  frcmi  the  income  tax  from 
these  bonds  granted  to  these  farmers  is  negligible  and  not  to  be 
considered  at  all. 

Now,  a  second  point  I  have  here,  and  I  will  finish  in  two  minutes. 
As  a  cdmm^*cial  proposdtimi,  if  you  people  repeal  this  law  you  are 
idmply  going  to  cause  all  the  States  to  pass  inccmie  tax-free  laws  in 
their  States,  allowing  the  bonds  issned  against  the  mortgages  of 
farmers  to  become  tax  free,  and  you  are  goins  to  produce  a  diaotic 
finanda)  oonditicm  in  this  country  that  will  be  appallhig,  which  I 
dread,  and  I  ask  you  to  sdriously  conader. 

In  North  Dakota  you  have  such  a  law,  although,  as  you  have  said, 
you  can  iK>t  sell  the  bonds.  In  South  Dakota — ^here  is  a  telegram 
from  the  banking  department  of  South  Dakota  saying : 

Amount  loaned  to  r>.<)0(t  farmers  under  the  rural  ci-edit  la«*,  $20,000,000.  at 
5J  per  cent  interest  Bonds  issued,  $21,000,000,  all  sold  at  an  average  rate  of 
4.94  per  oent  Indications  are  rate  on  bonds  will  be  higher  in  future.  Oar 
bonda  bxb.  djrect*  obUi^limis  of  State  and  not  ^beatnres. 

In  the  attorney  general's  office  of  the  State  of  Montana  is  lying 
now  the  irst  draft  of  the  same  kind  of  a  law  for  our  State.  They 
have  one  in  Wisconsin.  They  will  have  them  in  all  States  in  the 
West,  and  the  point  is  that  then  those  laws  will  be  administered  by 
inexperienced  men  and  we  will  have  trouble  and  losses  and  dis- 
turbance and  chaos  and  confusion  confounded,  if  you  people  take 
the  Government  supervision  away  from  the  joint-stock  land  banks 
and  do  not  allow  them  to  make  loans  to  the  large  families.  If  you 
do  not  allow  the  large  farmer — that  is,  the  farmer  that  has  an  in- 
fluence in  the  legislatures  and  the  business  world — if  you  do  not  allow 
them  to  borrow  money  at  the  same  rate  as  their  small  neighbors,  then 
they  are  going  to  the  legislature  and  insist  on  the  State  passing  that 
law,  and  when  you  do  that  with  each  State  administering  its  own 
income-tax  law,  you  are  going  to  have  chaos. 
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Smator  Norris.  What  reason  have  you  to  Ihiak  that  tiiis  liu^ 
fanner  ia  going  to  be  sueoesBfol  in  ge^ing  tax  &etim6^<m.  «||:Jbrg6 
loans?  ,, 

Mr.  Bamsbt.  The  same  as  South  Dakota.  -  Those  an  liii!gir'4<Mali 
^nator  Ncnsis;  As  to  Sou&  Dakota;,  do  you  laiow  hm  large  they 
are? 

Mr.  Kambbt.  No;  hut  from  hearsay  I  know  they  average  very 
large. 

Senator  Gbonma.  That  is  business  done     i&e  Sti^f 
Mr.  JEUmckt.  Yes-  sr. 

Senator  Nqbbis.  I  tiiisk  it  would  be  exceedingly  interesting  to 
know  what  the  size  of  those  loans  is.  , 
Mr.  Bamsst.  I  shaU  parsinudlT  advise  you. 

Senatcn-  Nqbkis.  We  can  get  that  information,  I  think.  But  sup* 
I)ose  all  that  happens  now  that  you  say,  the  result  is  that  they  exempt 
all  these  bonds  and  loans  from  tax.  You  just  said  a  little  while  ago 
if  we  ^empted  the  whole  thing,  all  the  loans,  it  would  not  cut  any 
particular  loe,  because  it  is  such  a  small  amount. 

Mr.  Bamhbt.  As  far  as  tiie  income  tax  is  concerned. 

Senator  NosBis.  Yes;  and  it  would  not  be  any  worse  if  the  States 
did  it  than  the  Federal  Government  did  it  ? 

Ifc*.  Raiuet.  The  mortgage  brokers  have  come  to  you  with  the 
argument  that  they  want  the  tax  repealed  because  it  is  interfering 
with  the  tax  exemption   ■ 

Senator  Norhis.  No  ;  I  think  vou  are  wrong  about  these  particular 
people  commg  to  us.  I  do  not  think  the  committee  has  been  moved 
in  any  degree  by  any  influence  of  that  kind,  and  so  far  as  I  am  con- 
cerned I  do  not  know  of  any  such  influence.  But  there  is  a  feeling, 
just  as  Senator  Gronna  brought  out.  that  we  ought  not  to  go  so  far 
with  the  tax-exemption  feature  as  to  permit  the  fellows  who  do  not 
need  assistance,  who  have  got  big  tracts  of  land,  who  live  in  the 
towns,  and  who  want  to  speculate  on  land  to  borrow  and  not  pay  ft 
tax  to  the  Federal  Government. 

Mr  Ramsey.  Then  confine  it  to  the  occupants  of  the  farms  only, 
privilege  ?  ^&^n^g  for  the  repeal  of  the  tax-«mp^ 

Senator  Norris.  I  think  there  are,  but  I  have  not  come  in  contact 
with  them.   As  far  as  I  know,  I  have  not  been  moved  by  anybody's 
request  or  anybody's  objection.    It  is  a  matter  of  justice  with  me 
to  what  we  ought  to  do.  representing  the  National  Goyerament. 
time^    '^^*^^^*  ^  ^PP^®*^^*^  y®^^  courtesy.  I  have  gone  fat  over  my 

Mr.  FiNLEY.  Just  one  word  before  we  ask  you  to  hear  the  last 
one  on  the  program  and  that  is  in  reference  U>  that  question  about 
liVfl  fw"?*  Stock  Land  Bank  of  Chicago,  the  pimdent  of  wliksh 
testihed  that  in  recent  months  he  had  earned  11  per  cent. 

lhat  bank  was  organized  among  the  first,  and  it  was  the  fiislJ 
that  got  into  active  operation,  about  the  time,  I  beUeve,  of  the  b©- 
^nnmg  of  the  war  There  was  a  great  demand  f^  money  f^  dS 
sources  then  and  they  did  ahnost  from  the  beginmng  quite  a  lane 
business  without  ttie  necess%  of  paying  con^onslM-  it,  be^ 
there  was  very  little  eompehtkm  among  the  joint-stock  kid  banks 
at  toat  time.  ^  r  ,  ^ 


I  just  wanted  to  call  your  attention  to  that,  because  I  do  no  think 
it  IS  possible  for  it  to  continue.  Thev  soon  loaned  up  to  thrir  full 
quota  and  increased  their  capital.  I  can  sav  for  mysell  that  in 
organizing  the  bank  I  am  connected  with  I  did  not  hold  out  in  thk 
sale  of  the  stock  any  hope  to  our  stoe^cdders  that  we  could  pay 
more  than  8  or  10  per  cout,  and  that  was  pfedieated  on  no  aenons 
loss.  ■( 

Now,  if  you  please,  Mr.  Chairman,  we  would  like  for  you  to  hear 
Mr.  J.  H.  Allen,  repm^tativ^e  ©f  the  Des  Moines  (Iowa)  Joint 
Stock  Land  Bank. 

Ml  .  Ramsbt.  May  I  make  one  conQcti<ml  The  Union  Central 
life  Inaimunce  Co.,  whidi  makes  a  loan  to  fmners  at  20  years, 
repayable  at  $10.53  per  hundred  dollars  per  annum,  also  charges 
$10  pw  thousand  dollars  per  year  GcmamAxm  on  the  loan  for  the  full 
20  years,  whidb  makes  the  9  p<«r  cent  cost 

A  VoicaB.  TwOTty  years? 

Mr.  BAKffl&T.  Twenty  years,  I  mean. 

STATEKERT  OE  KB.  J,  H.  ALLEN,  PRESIDENT  OF  THE  FIRST  AND 
8EC0NB  MOBTGAfiE  COBPOBATION  OF  DES  MOINES,  IOWA. 

Mr.  AiUBK.  Mr,  Chairman,  I  would  Mke  to  make  a  few  observa- 
tions in  reference  to  the  tax-exemption  proposition  which  has  been 
presented  here,  and  in  dealing  with  that  I  desire  to  treat  it  as  a 
subsidy,  as  has  been  suggested  by  this  committee. 

I  think  the  use  of  the  subsidies  has  been  and  is  an  established 
tllstom  of  this  Government,  or  function,  notably,  those  of  us  who 
ill*  Republicans  know  that  for  many  ^generations  we  held  out  to  the 
Iowa  farmers  that  we  were  levying  tariffs  for  the  purpose  of  building 
up  manufacturing  interests  in  the  East,  that  we  might  create  a 
home  market  for  the  Iowa  farmers'  products.  I  had  that  instilled 
into  me  from  the  time  I  was  a  child.  The  further  proposition  of 
subsidies  can  be  traced  into  the  building  up  of  our  railroad  systems. 
For  generations  we  granted  subsidies  to  the  railroads,  in  the  form 
of  public  lands,  and  these  lands  are  lands  that  these  farmers,  these 
pioneer  farmers,  settling  upon,  many  of  them  to-day  that  are  mak- 
mg  the  railroad  properties  valuable. 

Then,  again,  we  have  the  same  principle  involved  in  connection 
with  the  establishment  and  the  building  up  of  our  farmers  and  the 
building  up  of  immense  cities  on  our  coasts.  Those  are  subsidies  in 
a  different  form,  but  it  is  the  same  principle — the  paying  of  par- 
ticular sums  or  the  granting  of  particular  rights  and  privil^es  to 
institutions  for  the  common  good. 

Now,  for  the  first  time  in  the  history  of  this  Government  agri- 
culture has  received,  as  I  am  willing  to  call  it,  a  subsidy.  Never  in 
the  history  of  this  country  has  agriculture  received  a  single  thing 
in  the  form  of  direct  subsidy.  To-day  we  have  these  joint  stock  and 
Federal  banks.  The  question  is  now,  Does  agriculture  get  the  benefit 
of  the  subsidy  ? 

The  joint  land  banks  claim  that  they  do.  that  the  Government  and 
the  people  will  be?  more  than  compensated  in  the  increased  produc- 
tion and  in  the  lowering  of  the  cost  of  living,  and  in  direct  texes  that 
will  be  returned  to  the  Govemm^t  and  the  States. 
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Now,  let  US  follow  that  line  of  argument  just  for  a  moment.  A 
few  years  ago  I  happened  to  have  some  little  inteiest  in  lands  in 
South  Dakota,  and  I  decided  that  I  would  prefer  to  sell  those  lands 
than  to  keep  them.  Lwd  buyers  were  very  hard  to  find  in  South 
Dakota.  These  lands  were  in  the  eastern  part  of  the  State,  and  I 
dedded  that  ratiier  ikm  try  to  kaprme  t]Qrt>sc»  lands  and  rent  them 
I  would  sell  them  to  men  of  A  ery  moderate  means,  and  I  proceeded  to 
sell  thmn  to  tenants,  soBie  of  them  that  were  even  behind  itie  game, 
that  were  owing  really  more  tlian  they  were  worth,  and  I  paid  the 
debts  of  some  of  them,  and  I  moved  thein  to  South  Dakota.  I  sold 
them  the  lands  with  som^iiing  down  and  the  balance  on  time,  with 
the  result  that  those  men  went  onto  the  lands.  I  fumialiecl  them  Hii 
money  to  build  their  houses,  I  furoisbed  them  the  money  to  buy 
liieir  cattle,  I  fiurmshed  timB  tbe  money  to  buy  their  borseg  a<nd  to 
buy  their  machinery,  and  some  of  thm,  young  Mh&wo^  eyen  fm- 
ni^ed  them  money  to  furnish  their  houses  and  ^  married. 

Senator  Nobris.  You  did  not  furmsh  diem  t^r  wives) 

Mr.  AuLBN*  No;  I  did  not  furnish  the  wives. 

Now,  gentlemen,  what  has  been  the  result?  They  could  not  pay 
their  taxes,  man;^  tinras  could  not  pay  their  inte&:ert.  I  simply  stayed 
with  them.  I  paid  their  taxes  and  I  carried  their  interest.  They  im- 
proved the  land,  dug  out  the  stones,  and  some  of  this  land  was  quite 
stony.  Mr.  Qold  knows  the  history  of  these  cases  and  is  very 
familiar  with  them.  Now,  what  was  the  result  ?  About  eight  or  nine 
years  ago  I  started  them.  I  started  them  with  10  or  12  cows,  and 
those  men  have  75  to  100  head  of  cattle  to-day.  I  simply  al- 
lowed the  stuff  to  accumulate.  Now,  these  land  banks — Mr.  Gold 
is  doing  it  right  to-day.  He  is  taking  up  the  mortgages  on  those 
lands  and  the  contracts  through  his  jomt  land  bank,  enabling  those 
farmers  to  keep  the  cattle  that  I  helped  them  to  accumulate  by  stay- 
ing under  the  burden  and  paying  8  per  cent,  to  keep  the  cattle  on 
those  lands  for  those  men  in  many  instances.  Now,  the  record  is 
simply  this:  Those  tenants  that  did  not  have  a  dollar  to-dav  are 
worth  $8,000,  or  $10,000,  or  $20,000,  and  some  of  them  more,  and 
those  farms  are  lands  that  would  not  have  been  improved  up  to  the 
present  time  and  are  producing  800  or  1.000  head  of  cattle. 

The  Chairman.  That  is  what  we  want  to  do,  but  how  inauy  of 
those  farmers  did  you  give  more  than  $10,000? 

Mr.  Allen.  I  gave  some  of  them  as  high  as  $25,000  or  $30,000, 
Do  you  know  how  much  it  takes  to-day  in  stock  to  operate  an  ordii 
nary  farm? 

The  CiTATinrAx.  Yon  spoke  about  giving  them  8  or  10  head  of 
cattle  to  start  with.  Did  they  get  more  than  tiheir  eifibt  or  ten 
thousand  dollars'  worth? 

Mr.  AxLEN.  Yes ;  in  many  cases.  Of  course,  if  you  buy  8  or  10 
cows,  that  does  not  take  eight  or  ten  tJiousand  dollars,  bufe  to  earry 
the  proposition  through  and  permit  them  to  get  what  is  necessary  in 
order  to  put  them  in  a  position  to  carry  on  a  successful  indiKtry  it 
IS  necessary  to  give  them  what  I  say.  "^The  average  quarter  secbon 
m  Iowa  to-day  that  is  operated  successfully  has  not  less  tiiam  ten 
to  twenty  thousand  dollars'  worth  of  pisomd  property  on  it. 

Senator  Nohris.  I  think  that  is  pnmbly  true  as  to  Iowa,  but,  of 
coorae,  Iowa  is  comparatively  a  garden  spot  in  the  oountiy.  WW 
you  went  mto  South  I>akotft  you  did  not  have  anything  of  that  sort? 


Mr.  Allen.  No. 

Senator  Xorris.  They  had  to  have  something  to  operate,  of  couree 
I  would  not  understand,  however,  that  a  3n  a  Sew  ^imt??  Sfe 
that^ou  d  need  $10/)00  on  160  acres  of  land  to  o^~te 
I  really  do  not  see  the  necessity  of  his  using  that  muc*  money.  ^ 
«tn^v  ' howT^me  of  tiiese  Ws  were 

t^^k  1  "^Z-  ^"^^  *  ^IK""^  ^"^^  ^  8t<«ifis  off  them  and 

get  the  land  in  successful  operation,  aad  tiiey  had  to  have  the  cows 
m  order  to  get  their  living,  and  the  result  was-I  did  not  say  that 
I  gaA ;e  them  $10  000  to  start  on-4)ut  you  take  the  ordinai-y  set  of 
buiidmgs,  and  they  cost  four  mr  five  ttiousand  dollars,  or  to  put 
up  a  barn  and  a  fairly  good  house  now,  and  tlie  necessary  fencing, 
wiU  cost  four  or  five  thousand  dollars  at  least 

Senator  NoBRis.  That  might  have  been  true  there,  but  vou  ha^  e 
asked  Die  the  qu^ion  as  to  the  country  I  live  in,  and  I  would  sav 
that  it  did  not  take  four  or  five  thousand  dollars.  You  could  have 
"^A^^^^'^S:  have  built  a  house  that  would  have 

c<^  ^0,00a  or  $20,000,  but  the  ordinary  farmer  did  not  do  it ;  he 
got  along  without  that  much.  ,  xtc 

Mr.  At^BN.  But,  as  I  view  the  proposition,  if  you  are  goine  to 
keep  men  oa  the -farm,  you  can  not  put  them  between  a  couple  of 
flat  boards  and  tell  them  that  that  is  a  farm. 

Tl«  Chaxbmak.  But  you  must  anticipate  at  some  time  tliere  will 
06  a  stage  when  you  are  going  to  make  some  money  ? 

JMfr.  AiiEN.  That  is  very  true,  and  these  men  made  money. 

ITie  Chairman.  And  when  they  are  making  money  they  would 
them?    ^'^^^  ^^^^^  obligations,  I  suppose,  instead  of  increasing 

Mr.  Allen.  Certainly,  but  these  loans  that  are  beiiKr  made  will 
enable  those  men  to  keep  the  cattle.  I  left  northern  Iowa  and 
moved  down  to  Des  Moines  and  got  into  other  lines  f)f  business 
I  did  not  care  to  carry  on  that  line  indefinitely,  and  these  men  had 
not  accumulated  enough  to  keep  their  cattle  and  pay  me:  but  by 
increasing  their  loans  this  way  they  are  able  to  keep  t-heir  stock 
and  business  go  on  in  a  normal  way. 

Senator  Gronna.  May  I  ask  you' where  those  farms  are  located? 

Mr.  Allen.  Yes.  sir;  they  are  in  southeastern  Roberts  County 
and  northeastern  Grant  County.  S.  Dak.  That  was  wild  landL 
In  every  one  of  those  cases,  through  the  operation  of  this  law  the 
Government  will  more  than  profit  by  any  difference  in  the  qnestimi 
of  t^ix  exemption. 

Senator  Xorris.  I  think  it  is  well  for  us  to  consider  that  the  tax- 
exemption  feature  is  a  little  different  from  what  it  was  before  the 
war.  It  is  an  acute  proposition  now;  we  are  driven  to  all  sorts  of 
schemes  to  raise  money  to  keep  the  Government  going  now,  and  of 
course,  even  when  this  law  was  passed,  before  the  war,  we  did  not 
have  those  conditions.  I  think  we  ought  to  take  that  into  considera- 
tion. We  have  to  recognize  that  the  Govemm^  has  to  raise  an 
enormous  amount  of  money  from  some  source,  and  every  possible 
source  that  is  legitimate  we  want  to  keep  open. 

Mr.  Allen.  Pardon  me  for  a  suggestion. 

Senator  NoRRis.  Yes;  we  would  be  glad  to  have  it. 

Mr  Ali^n  WeU,  I  would  suggest  that  you  stick  a  pin  into  the 
bunghole  of  the  poyk  barrel  and  that  will  stop  the  leak. 
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Senator  Nokris.  I  know;  that  can  be  said  of  any  other  item,  you 
know. 

Mr,  Allex.  That  is  one  suggestion.  ,  *  ^u^^  a«. 

-  Senator  Norris.  Stick  the  pin  in,  but  you  Jmm  that  thwe  are 
thousands  of  them. 

'  Mr.  Allen.  I  know.  Yes ;  I  know  your  problems.  . 

Senator  Xoraiis.  Every  one  of  us  thinks  that  he  could  devise  a 
taxation  >chenie  that  would  be  very  easy— I  know  I  do;  but,  untw- 
tnnatelv.  the  balance  of  the  fellows  do  not  agree  with  me  aJid  We 
to  compromise  on  it  and  do  a  lot  of  things  that  we  do  not  like  to. do. 

Mr.  Allen.  The  facts  are,  as  has  been  said  a  number  of  t^es,  m 
the  question  of  tax  exemption,  there  are  over  $16,000,000,000  of  tax- 
exempted  securities.  There  are  about  $50,000,000  of  joint-stock  land 
banks,  or  about  a  third  of  1  per  cent.  If  all  the  mortgages  were  re- 
funded there  would  be  in  the  neighborhood  of  all  the  mortgage  in- 
debtedness on  farms,  it  would  be  around  perhaps  20  per  cent  of  the 
tax-exempt  securities,  something  in  that  neighborhood,  which,  of 
course.  Avill  never  happen,  because,  of  course,  the  insurance  com- 
panies will  naturally  continue  in  the  field,  and  they  do  not  pay  an 
income  tax  upon  that  class  of  securities  anyhow :  and  you  have  gone 
over  the  Avhole  list,  so  it  is  not  necessary  for  me  to  go  into  that.  But 
I  want  to  call  your  attention  to  another  fact 

Now.  financing  agriculture,  as  has  been  said.  rec[uires  a  diflPerent 
kind  of  financing  than  that  required  for  commercial  business.  We 
have  larce  commercial  banks  over  this  country  that  provide  millions 
of  dollars  of  liquid  capital  for  that  class  of  business,  and  that  is 
available  for  commercial  business  Avithout  incouK^  tax  or  any  expense 
whatever  except  what  the  bank  may  levy.  Is  not  that  a  proper 
statement? 

Senator  Gronna.  I  think  so. 

Mr.  Allen.  Now,  a  farmer  wants  to  finance  his  farm  for  the  pro- 
duction of  cattle ;  he  wants  to  finance  his  fai-m  to  create  a  herd  of 
thoroucrhbred  cattle.  He  goes  to  his  banker  and  says,  "I  need 
$5,000,'^  or  "I  need  $10,000  for  this  purpose."  The  banker  says, 
"All  right;  I  will  finance  you."  He  writes  out  a  note  for  six  months. 
Now,  can  you  imagine  a  man  going  into  an  industry  or  business  that 
will  require  5  to  10  years  to  really  develop  upon  a  six  months'  accom- 
modation ?  And  yet  the  farm  is  a  factory  and  nothing  else.  No  man 
would  be  crazy  enough  to  come  down  here  and  undertake  to  build  up 
a  great  manufacturing  business  relying  upon  his  ability  to  get  capital 
upon  a  six  months'  renewal  basis.  He  has  to  have  his  accommoda- 
tions for  the  purpose  of  his  liquid  capital  required,  but  his  perma- 
nent capital,  the  thing  which  makes  the  base  of  his  factory,  must  be 
obtained  upon  a  long  period  of  years.  Is  not  that  true?  But  the 
former  wanting  that  kind  of  capital  must  go  to  the  commercial  bank 
and  get  it,  and  he  must  get  it  on  a  6  months'  r^ewal,  and  he  is  sub- 
ject, like  the  commercial  man  who  jxmke&  his  turnover  ev^  60  or 
90  days  or  every  6  months,  to  the  same  laws  with  reference  to  the 
question  of  money  conditions  that  the  comxn^ial  man  is,  and  many 
a  man  who  has  produqed  meat,  for  instance,  luis  been  compelled  to 
sacrifice  his  herd  in  string^t  times  at  an  absolute  loss,^  and  many 
times  almost  to  tibe  detent  of  bankrupting  him. 
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The  Ohairmak.  Are  they  not  establishing  savings  banks  in^  the 
West  more  or  less  now,  in  the  country,  where  tJiey  are  doing  business 

on  a  large  scale? 

Mr.  Allen.  Savings  banks  have  gone  practically  into  the  com- 
mercial business.  They  make  loans  on  city  property,  and  a  few  of 
them  go  into  the  country. 

The  Chairman.  Is  not  the  farm  mortgage  the  principal  loan  the 
-savings  bank  makes  in  the  East? 

Mr.  Allen.  That  is  a  very  small  percentage  with  us. 

The  Chairman.  And  for  any  length  of  time? 

Mr.  Allen.  Not  the  amortized  loans. 

The  Chairman.  I  mean  the  savings  bank  loan  on  farms  in  the 
East;  they  may  be  on  demand,  but  the^  are  expected  to  run  for 
years  and  do  run  for  years.  They  get  their  money  at  not  more  than 
6  per  cent,  and  many  of  them  get  their  high-class  loans  at  5^  per 
cent,  and  they  are  forming  their  cooperative  associations  and  build- 
ing and  loan  associations  whereby  they  can  provide  capital  and  get 
this  money  at  a  local  rate,  at  6  per  cent,  all  through  the  East. 

Mr.  Allen.  Well,  Senator,  the  situation  in  the  East  is  a  very  dif- 
ferent proposition. 

•  The  Chairman.  I  know  it  is,  but  it  seems  to  me  that  it  ought  to 
spread,  and  all  through  the  Central  West  and  in  the  far  West  where 
the  lands  are  fertile  the  time  ought  to  come  pretty  soon  Avhen  capital 
can  be  had  on  the  agricultural  interests  themselves  at  reasonable 
rates  without  asking  for  Federal  subsidies.  The  States  do  it,  and 
you  say  it  is  setting  a  bad  example  for  the  States  to  do  it.  The 
theory  seems  to  be  that  if  the  Government  does  not  set  a  bad  example 
it  will  set  a  worse  one,  and  it  is  a  question  for  Congress  to  consider 
very  seriously — and  if  we  are  going  in  the  wrong  directixxa  wh^er 
we  had  better  not  stop. 

Mr.  AiiiEN.  Well,  now.  Senator,  answering  the  first  part  of  your 
question  with  reference  to  the  fact  that  savings  banks  and  others 
should  furnish  this  capital,  and  that  it  should  seek  the  West,  that, 
.  perhaps,  is  true,  but  they  do  not.  That  is  the  point*  That  is  why  the 
farmers  are  asking  these  things. 

Now,  answering  the  latter  part  of  your  statements,  that  the  farm- 
ing communities  ought  to  build  up  this  system  themselves;  we  must 
say  that  it  has  not  been  poo^ble  to  do  so  up  to  the  present  time  at 
,  reasonable  rates. 

llie  Chaikmak,  The  farmers  are  fairly  prosperous  in  many  large 
sections  of  the  West.  I  read  the  other  day  that  there  are  more  auto- 
moblies  per  capita  in  Senator  Korris's  State  than  in  any  other  State 
in  the  ITmted  Stortes. 

1^,  Amjw.  Weil,  Mr,  Chairman,  if  I  may  be  permitted  to  answer 
that  question — I  do  not  want  to  go  into  that  bemuse  tiiat  is  off  our 
line,  but  there  are  prosperous  farmers  natnraU^,  as  in  all  otiber  lines 
of  business,  and  that  is  outside  of  this  proposition  as  I  see  it 

Senator  Norris.  Of  course,  there  ought  to  be.  If  there  is  anybody 
in  the  world  that  ought  to  have  an  automobile  it  is  a  farmer.  The 
.  farmer  uses  his  for  practical  purposes,  whereas  the  city  fellow  uses 
his  for  fun. 

The  Chairman.  I  do  not  object  to  that.  I  am  not  criticizing  that. 
But  we  can  not  put  our  tariffs  too  high.  You  know  the  tendency  is 

158907—20  6 


82     EXEMPTION  OF  FEDEBAL  FABM  LOAN  BONDS  PROM  TAXATION. 


to  lower  them  all  the  time.  That  same  purpose  lias  got  to  run  through 
all  our  legislation.  The  country  is  needing  immense  sums  of  money 
to  pay  current  expenses,  and.  as  I  stated  the  other  day,  we  have  a 
bill  pending  before  this  committee,  introduced  by  a  Senator  from 
New  York — Senator  Calder — and  it  has  many  friends,  and  it  antici- 
pates the  organization  of  large  building  and  loan  associations,  com- 
panies subsidized  by  the  Government,  and  that  their  bonds  shall  be 
exempt  from  taxation,  so  that  the  poor  mechanic  can  have  a  little 
home,  and  it  is  an  appealing  proposition,  and  if  we  continue  this  sub- 
sidy to  the  farmer  beyond  a  reasonable  extent — about  $10,000,  or 
something  of  that  sort — what  answer  can  we  give  to  the  millions  of 
other  poor  men  throughout  the  country  who  want  a  litde  home  and 
want  the  money  at  low  rates  of  interest? 

Mr.  AiUN.  Mr.  Chairman,  as  far  as  I  am  ccmcemed,  I  would  not 
oppose  the  proposition  of  the  small-home  owner  or  the  fellow  that 
wants  to  get  a  home  having  tax-exempt  bonds.  And  I  will  tell  you 



The  Chaibmak.  Of  course,  our  sympathies  are  all  with  these  men, 
but  how  far  are  we  jurtified  in  going  with  the  propositi.  That  is 

the  question, 

Mr.  Am^n.  But  if  I  may  resume,  Senator,  the  production  of  thfe 
farm  is  the  only  place  where  you  produce  new  capital  noir— the  new 
foodstuffs,  the  tiiins^that  keeps  the  whole  madiine  going. 

The  Chaibmak.  But  the  mechanic  wants  shoes  and  w>thes  and  coal 
and  he  wants  bread. 

Mr.  AiiiEK.  But  he  will  not  g&t  bread  unless  the  farmer  prodtices  it. 
■  TheCHAi]mA.N.  Andhe  wiunotgets^oes  

Mr,  AvusN  (mterpMing) .  Unless  the  farmer  produces  the  cattle. 

The  Oeiairmak.  And  he  wants  a  home,  and  the  prices  of  such  things 
are  so  high  that  there  is  great  suffering  in  the  country.  Now,  can 
we  subsimze  the  shoemaker? 

Ifc.  ArusK.  There  will  be  more  if  you  do  not  look  after  the  agri- 
cultural interests  and  give  these  farms  the  same  chance. 

The  Chairman.  I  agree  with  you,  but  the  question  is  how  far 
should  we  go.  Can  we  extend  it  up  to  large  loans?  That  mav  in- 
volve speculation.  Can  we  go  beyond  the  $10,000  limit,  when  ^ it  is 
stated  here  by  Senator  Gronna  that  the  average  of  these  loans  in  his 
State  is  something  like  $2,500? 

Senator  Norris.  Mr,  Allen,  I  think  it  is  conceded,  and  I  think  jou 
will  concede,  that  there  must  be  a  line  drawn  somewhere. 

Mr.  Allen,  The  Federal  board  has  drawn  that  line. 

Senator  Xorris.  Yes;  but  if  we  must  draw  a  line  somewhere,  of 
course  it  would  follow,  I  suppose,  that  honest  men  will  disagree  as 
to  just  where  that  line  should  be.  That  is  one  of  the  things  that  is 
m  controversy  here.  Do  you  think  $10,000  is  too  small  ? 

Mr.  Allen.  I  do. 

Senator  Norris.  You  think  that  would  not  do? 

Mr.  Allex.  It  would  not  form  an  agricultural  unit  in  Iowa.  Now, 
if  you  gentlemen  would  like  my  views  upon  some  of  these  proposi- 
tions you  have  put  up  as  problems,  I  would  say  this.  Place  in  the 
hands  of  your  Federal  Farm  Loan  Board  full  power  to  detennine 
what  shall  be  the  limit  as  to  loans  in  the  various  States,  according 
to  theu'  needs*  exactly  as  yon  place  in  the  hands  of  the  Federal 


serve  Banking  Board  a  similar  power  now.  Also  place  in  their 
hands  the  power  to  determine  how  many  banks  there  shall  be  and 
w  here  these  banks  may  be  located,  and  power  to  deteisiiiie  upon  the 
character  of  the  men  back  of  tlie  bwl^ 

Senator  Norbis.  Supposing  you  find  the  limitatifm,  what  would 
you  think  the  limit  should  be  for  Iowa? 

Mr,  Allex.  I  think  the  limit  is  plenty  low  enon^  A  quarter 
section  costs <dose  to  $40,000,  and  by  the  time  a  mannius  any  equip- 
ment at  all— now  there  is  one  thought  that  I  had  not  put  in  thai  I 
want  to  put  in,  and  it  is  this.  This  is  not  onlj  a  question  of- financ- 
ing this  country,  feeding  it  for  to-day,  but  it  is  a  question  of  financ- 
ing it  and  feeding  it  a  hundred  years  from  now.  Now  there  is  a  unit 
UBoa  a  furm  whereby  you  can  maintain  the  fertility  of  that  land. 
It  you  U3e  a  ^stem  of  underfinancing,  so  that  a  man  can  not  ke^ 
the  necessary  cattle  and  hogs,  so  that  he  may  rotate  his  crops,  you 
have  laid  the  foundation  tat  undermining  your  land  and  desfcioying 
the  future  prosperity  of  the  country  by  close-fisted  finuicing,  and 
that  is  what  close-fisted  financing  has  done  for  our  farms,  and  I 
can  show  you  farms  in  Iowa  that  can  not  produce  within  25  bu^iels 
of  com  an  acre  what  they  could  produce  10  years  ago. 
.  Senator  Norbis.  Speaking  of  Iowa,  I  would  mce  to  have  your 
ideas.  Would  that  system  have  to  be  p^manentf 

Mr.  Allen,  Which  sn^stem!  As  to  the  amount? 

Senator  Nobris.  Well,  the  subsidy,  the  whole  business.  Will  there 
con^  a  time  in  Iowa  when  by  this  assistance  that  is  given,  and  say 
a  limit  of  $50,000  on  a  &rm,  will  there  come  a  time  when  the  farmer 
will  be  on  his  feet  so  he  will  not  need  any  as^stance  at  all? 

Mr.  AiiUfiN.  I  would  judge  there  would. 

Senator  Nobbis.  Now,  wfen  will  it  come? 

Mr.  AuMK.  Undoubtedly  it  will  come  as  these  farms  become  paid 
off.  Let  me  suggest  this:  There  are  a  few  things — and  I  wanted 
to  take  them  up  ih  their  oixler,  as  I  had  a  schedule — ^but  there  are 
a  few  things  we  must  look  to.  One  is  permanency  of  land  owner- 
ship and  occupancy — ^must  we  not? — under  the  five-year  loan  S3^stem, 
which  has  been  in  AOgue  up  to  the  present  time;  very  few  men  and 
their  families  have  stayed  upon  a  farm  more  than  one  generation, 
\ery  few.  Why?  Most  all  of  those  of  the  AA^est  have  been  in  debt; 
men  have  died,  the  estates  being  in  debt,  the  widow  has  been  com- 
pelled to  sel]  her  property.  You  liave  had  that  experience  as  a 
lawyer,  and  other  lawyers  have  had  it.  Estates  were  cut  in  two 
because  of  a  forced  sale  to  settle  the  estate. 

Under  this  system  of  loans  that  estate  can  not  be  jeopardized, 
the  widow  can  stay  on  the  farm  if  she  has  sons  old  enough  to  operate 
the  land,  and  the  boy  stays  on  the  farm  and  runs  it.  under  the  old 
system  he  was  forced  off  the  farm  and  into  the  city,  to  becomey 
perhaps,  a  drayman  or  something  else. 

Now,  I  maintain  this:  That  this  kind  of  a  loan  will  make  for 
permanency  of  land  ownership.  It  will  make  for  a  settled  rural 
population,  which  every  man  that  is  a  thinking  man  must  know 
IS  the  real  bulwark  and  foundation  of  our  whole  civilization.  It  is 
the  place  where  we  have  go  to  go  in  time  of  stress,  in  the  time  of 
uprisings,  in  the  time  of  strikes,  to  get  the  s^did  soct  in  ,<u^dei^  to 
tMe  us  over  in  thesei  persons  cooditUHis* 
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Now,  then,  there  is  only  one  way  that  a  man  living  on  a  farm 
could  ever  protect  himself,  and  that  was  by  taking  out  life  insur- 
ance. The  life  insurance  companies  realize  that.  It  is  much  cheaper 
for  a  man  to  take  a  33-j^ear  loan  on  a  6  per  cent  basis.  That  insures 
him  against  his  asset  being  wiped  out.  It  is  much  easier  for  him  to 
do  that  than  it  is  for  him  to  carry  a  5  or  a  5^  or  a  6  per  cent  loan 
and  pay  3  or  4  per  cent  to  a  life  insurance  company  to  turn  him 
back  lees  than  2|  per  cent  or  3  per  cent  on  his  investment.  What 
happens?  Many  men  are  taking  these  loans  for  that  very  purpose. 
I  have  taken  more  than  one  myself  on  lands  I  had,  simply  lands  I 
wanted  to  keep.  I  am  trying  to  turn  my  lands  m  and  get  away  from 
the  Conditions  in  northern  Iowa,  because  I  think  tenantry  ought  to 
stop,  and  I  am  selling  those  lands  off  as  fast  as  the  iiuDome-taz  law 
wiU  permit  me.  I  do  this  because  tenantry  has  a  tendency  to  de- 
crease tile  productivity  of  the  land,  unless  the  tenant  has  hogs  Mid 
cattle  enough  so  that  he  can  rotate  the  crops .  in  the  right  way  to 
get  the  best  possible  production  from  the  land. 

That  is  the  Iowa  situation.  If  you  will  permit  me  to  finish  I  will 
not  take  over  3  minutes  more.  I  will  try  to  give  you  a  quick  shot 
of  what  I  have  attempted  to  say  and  what  I  think  we  have  shown. 

In  me  first j^ace^  we  came  Before  you  upon  the  report  of  your 
CQimDiiittee  which  said  that  these  banks,  in  the  first  place  place,  were 
making  too  much  money.  I  think  we  have  satisfied  you  that  we 
Me  not  making  too  much  money.  I  think  we  have  satisfied  you 
fliat  we  are  carrying  the  money  from  the  investor  to  the  producer 
at  a  les  charge  than  any  other  system  ever  has  done,  any  system 
that  has  ever  been  inaugurated  or  that  can  be  inaugurated. 

to  the  question  of  the  tax  exemption.  I  think  that  we  have 
be«i  able  to  show  to  you  that  we  are  more  than  carrying  back  to  the 
united  States  in  value  and  in  profit  and  in  income  much  more  than 
is  given— an  increased  production.  I  can  cite  vou  hundreds  of  cases 
of  where  the  land  has  been  improved  and  tiled.  I  know  of  one 
800-acre  tract  that  has  been  improved  and  tiled  and  buildings  put  on 
it  through  the  instrumentality  of  this  law  that  would  have  lain  for 
many  years  without  being  improved  

Senator  NoRRis.  Was  that  800-acre  tract  owned  by  one  man  I 
•    Mr.  Allex.  No:  it  was  owned  by  several. 

Senator  Gronna.  I  have  been  so  interested  in  vour  argument,  be- 
cause I  think  it  is  sound,  that  I  have  refrained"  from  interrupting 
you.  but  I  agree  Avith  you  tliat  if  it  is  impossilile  for  these  men 
holding  large  areas  of  land  to  get  money  at  reasonable  rates,  then  I 
beheve  it  would  be  better  for  the  Government,  even  if  it  be  a  loss 
to  the  Government,  to  do  exactly  what  you  want  us  to  do :  but  is  it  not 
n  fact  that  it  is  possible  for  a  man  who  is  worth  $20,000  or  $25,000  to 
get  money  at  l  ensonablo  rates,  and  on  the  other  hand  is  it  not  also 
true  that  the  little  fellow  who  is  unknown  has  no  way  of  getting 
money  at  a  reasonable  rate  of  interest  on  his  farm?  The  small  man 
IS  the  one  that  Congi-ess  intended  to  take  care  of.  I  agree  with'you 
absolutely  so  far  as  your  argument  relates  to  agriculture  gen^^y. 
We  haA-e  not  done  enough  for  agriculture ;  I  agree  with  vou  on  that. 

Mr.  Allen.  Now,  allow  me  to  say  this,  Senator :  In  the  firafc  place, 
J  can  not  agree  with  you  in  the  gtatem^t  that  this  act  wte  paatod  for 
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the  purpofle  of  aiding  the  small  fanner.  I  think  it  was  passed  in  the 
interest  of  agricultural  production.  It  is  just  as  necessary  for  the 
man  who  owns  a  large  tract  of  land  to  improve  it  so  as  to  get  the 
greatest  production  out  of  it  as  it  is  for  the  little  farmer  to  improve 
his  land,  Mid  in  the  interest  of  producing  the  gi-eatest  quantity  of 
food  possible  for  the  country  it  is  even  more  important.  It  is  just  as 
necessary  for  a  man  in  Pocahontas  County,  where  I  formerly  lived, 
.  to  be  able  to  buy  an  Iowa  farm  as  it  is  that  a  man  in  North  Dakota 
shall  open  up  a  new  farm. 

Senator  Gronna.  Yes;  and  it  must  be  as  important  to  the  Nation, 
but  your  rates  of  interest  have  been  very  low. 

Mr.  Allen.  Not  so  low.  I  Avill  tell  you  that  if  it  had  not  been  for 
this  land-bank  act  the  farmers  would  have  been  paying  7  per  cent 
interest. 

Senator  Gronna.  What  is  the  rate  no^v — i  to  5  per  cent,  is  it  not? 

Mr.  Allen.  Oh,  my,  no.  They  are  charging  6  per  cent  practically. 
AVelL  it  costs  the  farmer  more  than  6  per  cent,  as  a  rule.  On  the 
larger  loans,  for  instance,  $125,000,  they  are  charging  6^  per  cent  and 
a  commission. 

Senator  Gronna.  First  mortgage? 

Mr.  Allen.  That  is  for  the  fellow  who  is  willing  to  go  out  and  buy 
the  farm.  If  I  was  going  to  run  this  business,  I  would  increase  the 
.  amount  and  let  the  tenant  become  the  actual  owner  of  the  farm,  be- 
cause he  is  the  fellow  who  is  going  to  keep  that  farm  built  up.  As 
long  as  he  rents  the  farm  the  tendency  is  to  get  all  he  can  out  of  it 
with  as  little  effort  as  possible. 

Senator  Noreis.  The  model  condition,  of  course,  would  be  to  have 
every  man  own  the  farm  that  he  tills. 

Mr.  Allen.  And  that  is  what  we  want  to  work  to,  and  it  is  as 
important  to  Iowa  

Senator  Norris  (interposing).  But  in  a  broad  way,  now,  a  system 
that  permits  such  large  loans,  it  seeems  to  me,  has  a  tendency  to 
retard  rather  than  to  bring  that  about. 

Mr.  Ajjimn,  Absolutely  not. 

Senator  Norris.  It  gives  the  big  fellow  an  opportunity  to  hold 
large  tracts  of  lands  operated  and  farmed  by  a  lot  of  tenants,  when, 
as  a  matter  of  fact,  the  tmants  ought  to  own  the  land  in  smaller 
quantities. 

Mr.  AiaLBN.  Well,  I  am  not  sure  about  that.  The  agricultural 
college  of  our  State  %ures  that  a  200-aare  or  240-acre  farm  is  the 
economic  unit. 

Senator  Norris.  In  Iowa? 

Mr.  Allen.  Yes;  in  Iowa.  We  have  illustrations  of  that,  for  in- 
stance, in  running  factories;  and,  for  instance,  packing  companies 
are  able  to  utilize  every  ^art  of  tte  animal  which  they  kiU— even  to 
the  squeaJ,  as  the  old  saying  is.  ,   ,      ,  . 

Senator  Norris.  I  think  it  can  be  demonstrated  that  that  is  a 
fallacy.  People  generally  believe  that,  but,  as  a  matter  of  fact,  I 
think  it  is  shown  now  that  these  great  big  packing  houses  are  bring- 
ing  the  country  on  an  economic  basis  to  the  same^  extent  it  would  be 
brought  if  there  were  hundreds  more  small  packing  houses. 

Mr.  Allen.  Yes;  that  is  so.  ,  . 

Senator  Norris.  Because  it  is  an  economic  loss  to  ship  live  cattle 
when  you  can  ship  dead  cattle  instead.  That  is  admitted  now. 
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Mr.  Allen.  Yes;  but  we  do  not  want  to  get  off  the  track, 
^nator  Norris.  But  you  gave  that  as  an  ilhistration. 
tin  alldif  ^  The  only  trouble  is  that  the  packing  company  is  gefc- 
^enator  Norbis.  Yes. 

Mr.  Allen.  And  they  are  operating  an  economic  unit;  that  is,  80 

lar  as  the  farm  is  concerned. 

Senator  Norris.  There  are  not  enough  packinir  houses 
Mr.  Allen.  I  agree  with  you  on  that. 

Senator  Xorris.  It  would  be  more  economical,  more  economically 
sound,  if  instead  of  confining  it  to  a  few  big  cjtiiM  w«  would  hare-i 
nunared  different  cities. 

Mr.  Allen.  I  mentioned  the  packing  houses  because  that  is  thought 
to  be  an  economic  operation;  that  is,  from  the  standpoint  of  tSsir 
stockholders.  I  do  not  know  anything  about  the  packing  houses 
and  do  not  want  to  get  off  on  that  subject. 

Xow,  I  want  to  finish.  I  think  we  hare  shown  that  the  law  does 
produce  increased  production;  that  it  is  an  advantage  to  the  farmer, 
the  producer,  the  man  on  the  farm ;  that  excess  profits  hare  not  been 
shown:  that  is  to  say,  we  have  disproved  that  element.  And  the 
Jimitation  with  reference  to  loans  has  been  thoroughly  taken  care  of 
by  the  Farm  Loan  Board,  and,  if  thought  wise  by  your  body,  we  have 
no  objection  whatever  to  enlarging  their  powers.  In  fact,  we  think 
tliey  ouglit  to  have  more  power,  and  that  they  should  be  given  the 
power  to  hniit  the  number  of  banks  and  whatever  they  seem  to  think 
is  wise  for  the  promotion  of  the  purpose  of  this  act. 

Now.  then  on  the  question  of  whether  or  not  we  have  done  the 
thing  which  the  law  presumed  we  would  do,  and  whether  we  have 
functioned,  I  want  to  say  this,  that  I  believe  you  men  will  have  to 
come  to  the  conclusion  that  we  have  fully  earned  out  the  spirit  and 
purpose  of  the  act,  that  we  have  actually  carried  the  money  from  the 
mvestor  to  the  men  that  needed  it  on  the  farm,  at  a  reasoiable  cost! 
and  at  as  low  a  cost  as  was  possible  to  cwry  it. 
.  I  think,  further,  you  wiU  have  to  admit  we  have  been  able  to  show 
increased  production,  and  that  we  have  given  the  farmers  the  tools 
with  ^hi^to  do  the  buaness  of  farming  in  a  way  thev  never  had 
iZ^^J'S^^i^  before.  We  have  cheapened  the  interest  rate 
from  a  5|  rate— that  is,  the  net  rate  of  record— which  carries  with  it 
m  every  case  a  commi^on  which  would  run  the  rate  considerably 

»?l  ^  fit       ^*        ^  "^^^y  States-reduced  it  all  to  6,  so 

we  have  ben^ted  m  the  matter  of  interest  at  a  great  rate,  the  ques- 
tion of  the  cost  of  money  to  the  farmer.  ^     .    "fi  ^ 

And  we  have  given  the  fellow  out  in  the  farther  districts  the  best 
and  ttie  cheaper  mterest  rates.  We  have  also  functioned  in  the  mat- 
ter of  («)vemment  depositaries,  which  this  law  stated  it  was  intended 
to  do,  and  we  have  also  assisted  the  Government  in  the  matter  of 
•  Its  own  business  at  a  time  when  practicallv  the  commercial 

mtereste  and  othera  were  dumping  their  produce  upon  the  markets 
We  have  actually  financed  this  Government  to  the  extent  of  $12  700  - 
a  large  sum,  we  will  admit,  but  a  goodly  mm  for  the  num'- 
ber  of  banks  that  are  m  the  business.  ^  "™ 

r„5*/*'^'*''?''  ^"".-^^^  ^'^''^  'i''™^  purchased  for  the  Govern- 
ment at  various  times  durm^  the  course  of  pur  organization  Govem- 


m^t  certificates  and  other  evidences  of  indebte&iess  of  the  Gavern- 

±hf?nW*«7I£.*!!''^  have  functioned  under  the  law  within 

the  spinfc  of  the  act  as  It  was  enacted  by  you  men 

Wnii**'  W™*  ***  T»  ^^''^^  '^'^         ^"^''ted  bv  you  into  the 

business.  We  assembled  our  capital.  We  proceeded  to  do  busines'^ 
We  have  made  loans  and  have  sold  the  bonds.  We  have  gone  out  in 

^"'^  *°       borrowers  under  the  as- 

smnption  that  we  were  going  to  be  permitted  to  do  the  business  for 
wiiioh  we  supposed  we  were  intended,  and  we  have  asked  the  bor- 
rowers fOT  the  privilege  of  making  their  loans  and  furnishing  the 
money.  We  have  had  those  loans  inspected  by  the  Governmeni  ap- 
praisers appointed  by  the  machinery  of  the' Government  and  the 
Irovernment  s  own  viewers  or  appraisers,  and  thev  have  appraised 
the  lands.  We  have  submitted  those  applications  to  vour  board  at 
Washm^on  here  and  that  board  has  approved  the  loans  to  the  ex- 
tent of  ^.34.000.000,  and  we  in  every  sense  of  moral  obligation  are 

bound  to  complete  those  loans  between  now  and  a  reasonable  time 
this  spring. 

Now,  gentlemen,  I  want  to  submit  that  I  do  not  believe  it  is  in  your 
minds  and  within  your  thoughts  to  do  what  the  Smoot  bill  proposes 
to  do,  namely,  to  put  us  out  of  business,  without  permittinir  us  to 
take  care  of  the  obligations  we  have  assumed. 

Senator  Gronna.  You  say  $5i,000,000.  That  includes  all  the  29 
banks  organized? 

Ki".  Allen.  That  was  up  to  a  certain  time.  We  are  receiving 
applications  every  day,  and  I  do  not  know  what  those  figures  might 
be  now. 

Not  only  that,  gentlemen,  but  we  were  led  to  believe  when  we 
went  into  this  business  that  we  would  be  permitted  to  loan  up  to 
15  times  our  capital.  Many  of  our  banks  are  young  and  have  not 
made  over  two  or  three  thousand  dollars  in  loans.  As  far  as  our 
own  bank  is  concerned,  we  are  about  $10,000  behind  up  to  the  present 
time,  not  counting  the  money  invested  in  the  business. 

I  want  to  submit  to  you  that  I  do  not  believe  that  it  is  within 
your  hearts  to  pass  the  Smoot  bill.  I  do  not  believe  you  thoroughly 
understood  the  situation  when  you  recommended  tKe  bill  for  pas- 
sage, because  I  know  after  talking  with  some  of  you  and  with  Sen- 
ator Smoot  himself  that  it  is  your  purpoae  to  pomit  us  at  least 
to  carry  out  the  law  to  the  extent  we  were  led  to  go  into  the  busi- 
ness. I  believe  that. 

I  want  to  be  able  to  go  back  home  to  my  directors  and  say  to  them, 
if  I  may,  that  this  committee  has  ordered  l^e  recall  of  that  bill,  that 
you  are  at  least  willing  to  permit  us  to  go  ahead  and  finish  up  the 
business  which  we  have  on,  and  hope  for  the  good  of  the  country 
and  the  general  welfare — not  ourselves,  because  the  question  of  who 
loans  this  money  as  far  as  the  Grovemment  is  concerned  is  a  matter 
of  little  importance — but  for  the  good  of  the  country  and  its  future 
welfare  and  the  maint^ance  of  the  fertility  of  our  soil  and  the 
growth  and  development  of  agriculture,  we  nope  that  you  will  not 
disturb  the  law  as  it  now  is  further  than  to  strengthen  it.  I  thank 
you. 


matsnois  of  wBBtmML  vamm.  lom^^  bojsss  ssom  taxation. 

The  Chaibmak.  We  will  have  to  discontinue  now,  as  it  is  12 

o'clock. 

Mr.  FiNLEY.  Mr.  Chairman,  that  is  aU  the  speakers  we  have  from 
our  association,  but  I  notice  a  couple  of  farmers  here  who  are  actual 
applicants,  and  we  would  be  glad  if  you  could  hear  them. 

Senator  Gronna.  I  can  not  see  angr  reason  why  a  farmer  should 
not  be  heard  as  well  as  a  banker. 

Senator  Nemos.  I  suggest  that  we  adjofom  until  to-morrow  morn- 
ing and  hear  them  then.  .     .         Ml  J- 

The  Chairicak.  The  cwnmittee,  without  ob)ection,  will  ad]oum 
until  to^<»rfow  nM>ming  at  10  o'clock. 
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TUBSDAY,  lAOTABT  13,  1980. 

XJKirsa)  States  Ssnatb, 
Committee  on  Bankiko  and  Cukrbnct, 

Washington^  D.  C. 

The  committee  met  at  10  o'clock  a.  m.,  pursuant  to  adjournment 

Senator  George  P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Gronna,  and  Norris. 

Mr.  Fi^iLEY.  Mr.  Chairman,  when  we  adjourned  yesterday,  there 
were  two  farmers  here,  both  of  Avhom  are  interested  in  this  pending 
matter,  and  I  suggested  to  the  committee  that  they  perhaps  might 
want  to  question  them,  and  the  committee  was  gracious  enough  to 
extend  this  hearing  until  to-day  in  order  to  hear  them.  Only^  one 
of  those  gentlemen  is  here  this  morning,  Mr.  Lewis,  of  Virginia, 
and  we  would  be  glad  if  the  committee  would  hear  him  now. 

The  Chaibman.  We  will  be  glad  to  hear  him. 

SIAI£M£NI  Of  UK.  E.  C.  LEWIS,  OF  FAIKFAX,  VA. 

Mr.  Lewis.  Mr.  Chairman  and  gentlemen,  I  hope  you  will  pardon 
my  voice  this  morning,  as  I  am  rather  hoarse. 

I  do  not  know  that  I  have  a  very  long  story  to  tell.  In  fact,  I 
did  not  expect  to  do  any  more  than  look  on  and  listen  here ;  but  Mr. 
Finley  suggested  that,  being  one  of  the  farmers  interested  in  the 
pending  matter,  I  give  you,  as  well  as  I  can,  the  farmers'  viewpoint 
as  I  see  it. 

I  am  a  farmer  in  a  near-by  county  here  in  Virginia,  with  a  farm 
of  650  acres  of  ordinary  Virginia  l^d.  I  had  a  loan  on  the  place 

of  $15,000  

Senator  Gronna.  Before  you  proceed  with  that,  let  me  ask  you 
vhis:  Do  you  make  farming  your  business  altogether? 

Mr.  Lewis.  Well,  not  altogether.  I  am  an  attorney,  with  a  very 
small  practice. 

Senator  Gbonna.  What  I  would  like  to  know  is  whether  you  are 
a  practical  farmer? 

Mr.  Lewis.  Yes;  I  was  bom  and  raised  on  a  farm  and  I  live  on 
and  operate  my  farm  at  the  present  time. 

Senator  Gbonna.  You  do  not  make  that  your  business  altogether, 
though? 

Mr.  Lewis.  Not  altogether.  I  may  say,  however,  that  my  larger 
income  is  from  IA^b  ftum  than  from  anyfmng  elsai 
Senator  Nobbis.  Where  is  your  c^feef 
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Mr.  Lewis.  I  have  a  little  business  in  Fairfax  and  am  associated 
with  a  firm  here  in  Washington.  I  have  only  recently  left  the  De- 
partment of  Justice.  I  was  an  attorney  in  the  Department  of  Jus- 
tice until  about  a  voar  ago.  Now.  I  have  left  them  permanently,  and 
am  only  beginning  to  resume  the  practice  which  I  had  before  I  went 
in  the  office. 

Senator  Norris.  Does  your  family  live  on  the  farm? 
.Mr.  Lewis.  Yes:  except  in  the  winter  time. 

Senator  Norris.  How  far  from  Fairfax  is  your  farm? 

Mr,  Lewis,  About  6  miles  from  Faii^fax  Court  House  on  the 
Warrenton  Pike,  going  south. 

Senator  Norris.  What  proportion  of  your  farm  is  cultivated? 

Mr.  Lewis.  About  400  acres  cleared.  We  hav(^  a  part  of  it  in 
pasture  .and  grass  land  and  have  a  small  diary.  The  laroer  part, 
however,  is  cultivated.  We  groAv  corn  and  wheat  and  have  some 
beef  cattle  and  hogs  and  a  small  dairy. 

Senator  Norris.  Where  is  your  mark^  for  your  cattle? 

Mr.  Leavis.  We  sliip  both  to  Baltimore  and  Lancaster.  Lancaster 
is  the  better  market.  Baltimore  is  the  worst  beef  market  that  we 
come  in  contact  with. 

Senator  Norris.  Do  yon  raise  hogs,  too? 

Mr.  Lewis.  Yes,  sir. 

Senator  Norris.  Do  you  ship  them  to  the  same  place? 

Mr.  Lewis;  Yes ;  we  ship  them  to  Baltimore.  Baltimore  is  a  good 
hog  market. 

Senator  Norris^  All  right.    You  may  proceed. 

Mr.  Lewis.  I  made  application,  as  sodn  as  I  knew  the  Kichmond 
joint-stock  bank  was  in  operation,  to  that  bank  for  a  loan.  I  started 
to  say  that  my  present  loan  on  the  place  is  $15,000.  I  have  now  paid 
off  $3,000  on  it.  I  wanted  to  refund  that  loan  and  build  a  modem 
bams.  I  had  a  fire  this  last  summer,  and  it  burned  one  of  my  bams 
and  part  of  the  wheat  crop  while  they  were  thrashing — ^the  thrasher 
set  it  afire.   I  wanted  to  build  a  modem  bam  and  increase  my  dairy. 

It  is  practically  impossible,  or  has  been,  to  get  a  farm  loan  in 
Virginia.  I  have  known  of  cases  whwe  one  friend  has  lent  to 
another;  but,  generally  speaking,  it  is  impossible  to  get  a  farm  loan. 
But.  in  case  you  do  succeed  in  negotiating  a  loan,  you  have  to  go 
through  a  bank  or  a  mortgage-loan  company,  or  an  attorney,  and 
])ay  5  per  cent  commission  to  the  party  who  obtains  the  loan;  and 
the  loan  is  only  good  for  from  three  to  five  years. 

Well,  this  loan  I  speak  of  cost  me  $750  conuaission,  besides  the 
expense  of  examining  title  and  other  expenses.  I  figured  out  that 
I  Avould  save  at  least  one-half  of  1  per  cent  per  year  by  getting  the 
loan  from  the  joint-stock  land  bank.  I  would  pay  back  the  loan  and 
the  interest  through  the  joint-stock  land  bank  at  a  less  cost  by  more 
than  one-half  of  1  per  cent  than  the  interest  alone,  the  carrying 
chai'oe  and  interest  alone  on  the  ]:)resent  loan.  The  5  per  cent  com- 
mission and  other  expenses  which  are  always  added  on  a  loan  run- 
ning only  three  years  brings  our  interest  in  Virginia  to  Qver  7^ 
per  cent.  ' 

Welh  niy  aj^plication  Avas  held  up.  T  received  a  letter  from  the 
bank  stating  that  nothing  could  be  done  on  any  of  these  applications 
until  the  pending  bill,  or  Senator  Smoot's  bill,  was  disposed  of;  and 
that  is  my  reason  for  appearing  here. 
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It  has  been  said  that  there  are  other  ways  to  take  care  of  the 
larger  farmer;  and  if  there  are  such  ways  we  are  entirelv  un- 
acquainted wroh  them  in  the  South  and  Southwest.  I  am  familiar 
with  the  conditions  in  the  Southwest,  and  I  know  we  are  paying  all 
the  way  from  6  to  10  per  cent  for  farm  loans,  in  addition  to  com- 
missions. In  Georgia,  where  I  have  friends,  they  have  a  system  of 
going  to  a  bank  to  apply  for  a  loan;  and  they  will  say.  We  can  not 
loan  on  farm  lands,  but  there  is  a  gentleman  upstairs  who  may  be 
able  to  accommodate  you."  And  so  through  a  system  of  that  kind, 
this  third  party,  who  is  in  a  position  to  satisfy  the  bank  as  to  his 
financial  standing,  will  get  the  money  from  the  bank  and  then  loan 
it  to  the  farmer:  and  charge  the  farmer  10  per  cent,  besides  otlier 
connnissions,  and  keep  him.  in  a  financial  condition  where  he  never 
gets  out  of  debt.  Still,  ail  the  time  that  is  the  bank's  money  that  is 
being  used. 

Senator  Norris.  How  do  they  do  that?  I  would  like  to  have  you 
explain  how  the  bank  uses  its  money  for  that,  and  does  not  violate 
the  law. 

Mr.  Lkwis.  Well,  the  man  who  borrows  the  money  from  the  bank, 
does  it  in  the  regular  waj^ ;  and  then  he  lends  it  in  turn  to  the  farmer. 
.  Senator  Nobbis.  He  Wda  it  out  to  the  farmer  at  a  higher  rate  of 

interest? 

.Mr.  Lewis.  Yes.  And  th^  of  course,  there  is  a  r^Aewal  of  the 
note  when  it  comes  due. 

Senator  Norris.  Can  you  tell  the  committee  ^ndiether  the  bai^  in 
handling  this  kind  of  paper  uses  it  the  same  as  they  do  cmnmercial 
paper,  ror  instance,  do  they  send  that  in  to  Fed^l  xeserrre  bank 
and  get  currency  on  it? 

Mr.  Lewis.  I  have  no  information  on  that,  but  my  belief  is  that 
it  is  used  just  ^  atom  way.  I  do  hot  believe  it  would  be  used  any 
otter  way. 

Senator  Norris.  I  should  think  that  would  be  a  violation  of  the 
law. 

The  Chairmak.  It  is  probably  accommodation  paper,  subject  to 
renewals,  I  should  think,  and  I  do  not  bdieve  it  would  be  eligible 
to  be  rediscounted.  ^ 

Senator  Norris.  I  do  not  think  under  the  law  that  it  would,  but 
I  was  wondering  whether  they  do  not  do  it  that  way  just  the  same. 

Mr.  FixLEY.  A  good  many  of  those  banks  are  not  in  the  Federal 
reserve. 

Senator  Norris.  Was  this  particular  bank  a  national  bank? 

Mr.  Lewis.  Yes.  But  in  this  particular  instance,  that  was  before 
the  Federal  reserve  system  Avas  in  force.  I  have  no  personal  knowl- 
edge of  how  that  is  worked,  but  I  understand  that  is  the  way  it  is 
done,  and  oven  in  my  own  county  and  adjoining  counties  persons 
who  have  connections \vith  the  banks  always  have  money  to  lend,  and 
it  is  mv  understanding  that  they  have  sufficient  financial  backing  

Senator  Norris  (interposing).  Do  you  understand  that  if  you  get 
a  loan  that  way,  that  that  man  keeps  the  note  in  his  possession  him- 
self all  the  time? 

Mr.  Lewis.  No,  sir;  I  do  not.  O  course,  I  will  not  be  able  to  say 
that  positively,  but  my  understanding  is  that  he  puts  it  into  the 
bai^,  and  when  it  matures  he  renews  it. 


d2     £X£AC£XIOZr  OF  FRPffrfi^T'  JEAKM  U>Al!l  BO^fDS  IROM  TAXATION. 


Senator  Norms.  But  I  mean  his  5-year  note  he  gets  from  the 
farmer;  what  does  he  do  with  that?  ,    .    ^    .1  j  t 

Mr,  liswa*  He  uses  that  as  collateral  to  obtam  further  funds,  i 

^§«Sor  Gronna.  When  you  agree  to  pay,  say,  6  per  cent,  as  a 
matter  of  fact,  do  you  not  sign  up,  say-  one  note  at  5  per  cent  and  an- 
other for  the  balance  at  6  per  cent?  I  think  the  way  it  works  out  is 
in  this  maimei^I  know  that  is  the  way  it  works  in  my  State,  in  the 
West:  this  attorney  you  speak  of  may  be  an  agent  for  some  insurance 
company,  and  he  will  make  a  note  for  whatever  his  profit  is,  and, 
otf  course,  he  keeps  that.  That  is  the  only  note  he  keeps.  And  the 
other  note,  the  mortgage,  he  sdls  to  this  corporation,  whether  it  be 
an  insurance  company  or  some  other  loaning  corporation.  That  is 
the  way  those  real  estate  firms  genOTaUy  operate. 

Senator  Norris.  Yes;  that  is  the  way  they  do  in  the  West.  But 
the  way  this  gentleman  has  outUned  it,  they  have  a  diif erent  system. 

Mr.  Lewis.  Yes;  I  have  heard  of  such  a  system,  but  I  do  not 
know  that  we  

Senator  Grokna  (interposing).  Well,  in  givmg  your  security,  ma 

you  sign  a  note  for  the  fiul  amount? 
Mr.  Lewis.  Oh,  yes;  I  signed  a  note  for  the  full  amount*  m  my 

particular  case  

Senator  Gbonxa  (interposing).  Just  one  note? 
Mr.  Lewis,  In  my  particular  case. 

That  does  not  apply  in  the  case  of  my  loan  on  my  farm;  the 
loans  came  from  one  of  our  Virginia  colleges.  But,  m  that^  case, 
the  attorney  acting  for  them  insisted  on  a  full  5  per  cent  commission 
to  him :  and  that  was  deducted  out  of  the  cash  before  the  cash  was 
paid  over. 

Senator  Gronna.  So  that  is  all  it  cost  you;  5  per  cent? 
Mr.  Lewis.  Five  per  cent  commission:  yes,  sir. 
Senator  Gro>^-a.  And  that  you  had  to  pay  in  cash? 
^Ir.  Lewis.  Yes;  that  is  deducted  before  you  get  the  balance  of 
your  funds. 

Senator  Gronna.  How  long  have  you  had  this  farm? 
Mr.  Lewis.  This  particular  farm  I  bought  in  1917;  the  summer 
of  1917. 

Senator  Gronna.  How  much  did  you  pay  for  it? 
Mr.  Lewis.  SSS^OOO, 

Senator  Gronna.  And  you  want  to  borrow  how  much  on  it? 

Mr.  Lewis.  I  want  to  borrow  $16,000  at  the  present  time  on  it.  I 
consider  I  have  improved  it  to  the  extent  of  $o.00(»,  and  land  values 
have  increased  here  50  per  cent  in  the  last  three  years. 

Senator  Gbouj^a,  That  would  be  a  first  mortgage,  of  course;  that 
$16,000  ? 

Mr.  Lewis.  Yes. 

Senator  Grokna.  That  is  all  that  there  is  against  the  farm? 
Mr.  Lewis.  Yes. 

Now,  if  the  committee  please,  there  are  one  or  two  points,  it 
seeins  to  me,  that  ought  to  be  mentioned  in  connection  with  this 
argument  which  has  been  made  in  favor  of  this  bilL  It  does,  not 
seem  to  me  to  have  been  very  strongly  stressed. 

One  is  the  argument  that  the  joint  stock  land  banks  are  not  needed 
at  Uie  present  time.  It  seems  to  wm  they  are  needed  now  even  moie 
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than  the  other  part  of  the  system.  What  we  need  now  in  the  coun- 
try is  more  food.  The  small  farmer  in  the  East,  who  has  a  loan  of 
two,  or  three,  or  four  thousand  dollars,  has  a  farm  that  produces 
very  little  in  excess  of  what  is  consumed  on  the?  farm  and  in  the 
immediate  neighborhood,  and  among  the  small  landholders,  the 
neighbormg  villages,  he  sells  butter  and  eggs  and  a  few  hogs  he 
raises  and  an  occasional  beef,  and  that  buys  his  groceries  and  clothes, 
and  that  is  about  all  he  has  to  sell,  while  the  larger  farmer  grows 
cattle  and  wheat  and  hogs,  in  carload  lots,  and  he  is  the  only  man 
who  can  supph'^  an  excess  of  food  products,  and  if  he  is  given  capital 
on  which  to  operate,  he. can  greatly  increase  the  food  supply  of  the 
country. 

It  seems  to  me  that  although  this  act  is  called  a  subsidy  in  favor 
of  the  farmer,  at  the  present  time  its  most  important  function  is  to 
increase  the  production  of  food  in  the  country. 

Senator  Gkonna.  Do  you  not  think  that  most  of  the  grain  in  tJw 
United  States  is  raised  by  small  farmers? 

Mr.  Lewis.  Taking  the  aggregate,  I  suppose  it  is ;  but  that  applies 
to  the  grain  growing  country,  where  their  only  output  is  ^ram.  In 
the  Bast,  where  we  nave  diversified  farming,  the  small  farm^  pro- 
duces very  little  which  goes  off  his  farm. 

Senator  Groivna.  Do  you  not  think,  as  a  matter  of  fact,  that  it 
"wonld  increase  moduction  in  that  case  if  you  were  to  put.  say,  four 
'farmers  on  the  farm  instead  of  having  only  on€f  ^^^oi^^5 .   ^  -^^^  ^j^c)u  n^)t 
think  there  would  be  more  grain  rais^,  and  more  stock  raised,  pos- 
sibly, with  four  on  a  c»1»in  tract  of  land,  rather  than  one  farmer  9 

itt;  lasms.  You  mean  to  put  more  men  on  the  ^all  farms? 

Senator  Grokha.  I  mean,  suppose  you  divide  your  farm  up  into 
four  parts  and  put  four  families  there  instead  of  one. 

Mr*  liBWis/  No*  That  would  decrease  the  excess  of  food  raised^ 
which  "trotild  be  available  to  go  to  the  cit^,  because  each  one  of 
those  four  families  would  have  to  be  supplied,  and  thmr  horses  and 
stock  would  have  to  be  fed;  and  when  you  supply  the  stock  which  is 
necessary  to  support  a  family  you  have  very  little  left  to  give  out. 

Senator  Norris.  In  that  case,  taking  the  country  as  a  whole,  those 
four  farmers  Avould  probably  come  from  the  cities,  would  they  not, 
and  decrea:^e  the  city  population  to  that  extent,  and,  of  course,  the 
farming  population  would  be  increased  to  that  extent,  and  would 
not  that  be  a  good  thing? 

Mr.  Lewis.  Yes;  it  would.  It  would  be  a  good  thing  to  do,  of 
course,  in  one  way. 

Senator  Gronna.  All  these  people  must  be  fed,  of  course,  no 
matter  where  they  are.  whether  they  are  on  the  farm  or  somewhere 
else:  these  same  people  have  to  be  fed,  wherever  they  are. 

Senator  Norris.  And  would  it  not  be  a  help  to  the  country  as  a 
whole  if  they  fed  themselves  on  the  farm  rather  than  lived  in  the 
citv  and  had  to  be  fed  by  somebody  else? 

Mr.  Lewis.  Yes.  I  am  not  saying  a  word  against  the  other  fea- 
tures of  the  land  banks:  I  think *it  is  an  important  thing,  and  if  we 
could  extend  that,  and  administer  that  law  so  as  to  be  more  attractive 
to  the  people,  I  think  you  would  get  more  small  farmers  on  the 
land.  The  way  it  has  been  administered  in  our  county,  the  farmers 
are  greatly  disappointed. 
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Senator  Gronna.  Well  really,  is  not  that  the  important  function 
of  this  law— to  get  the  little  fellow  on  the  farm,  get  him  away  from 
the  city  and  get  him  on  the  farm  ? 

Mr.  Lewis.  Yes;  I  regard  that  as  one  of  the  important  functions  of 
the  law. 

Senator  Gronna.  And  the  joint-stock  land  banks  encourage  large 
holdings,  which  we  never  have  considered  beneficial,  even  to  our 
States. 

Mr.  Lewis.  Well,  I  do  not  see  how  they  can  encourage  large  hold- 
ings, if  it  is  required  that  the  farmer  live  on  and  operate  his  farm; 
I  do  not  see  how  that  can  encourage  large  holdings;  I  do  not  believe 
it  would  encourage  very  many  m^  who  could  obtain  that  amount 
of  capital. 

Senator  GtBONNA.  We  will  not  say  it  is  wUd  speculation ;  it  is  an 
honest  business,  of  .course^  but  in  reality  is  it  not  speculation,  at 
least  to  scmie  exbmt^  a  man  to  buy  farm  lands  more  tfaAH  be  can 
pay  for  and  perhaps  more  than  he  can  operate  himself  ? 

Mr.  Lewis.  Yes,  air;  that  would  be  speculation;  but  I  do  not  see 
that  that  follows  from  this  act  at  all.  I  think  there  is  a  misappre- 
heiisimi  as  to  the  number  of  large  and  small  farmers  throughout  the 
country.  Our  farms  in  the  Eart,  or  in  the  southern  section,  at 
least,  are  small  around  the  larger  cities,  but  when  you  get  baek — ^my 
farm  is  only  20  miles  back,  and  in  that  section  farms  rmn  from  100 
a<Tes  to  600  or  700  or  1,000  acres;  and  there  is  a  mnaH  pweentage  of 
tfaraa  who  would  want  a  hmi  of  less  thaa  $10,000. 

Senator  Gsokna.  Do  you  think  yim  would  have  any  difficulty  m 
getting  money,  say  on  a  farm  the  Talne  of  yours?  You  paid  $8&,000 
for  it  m  1917,  and  it  is  probably  worth  more  than  that  now,  luid  you 
only  want  about  50  per  cent  of  what  you  paid  for  it  in  ihB  way  ^  a 
loan.  Kow,  do  yon  think  you  would  mre  any  diffioalty  in  borrowing 
tlmt  miu^  mone^  on  your  farm  right  here  in  the  atj  of  Wadungtonf 

Mr.  JjmrsB.  Yea;  I  have  tried  m«L  You  can  not  get  a  dollar  on 
land  like  that  in  this  city ;  you  em  not  borrow  on  farms  in  Virginia. 
I  have  tried  that  not  only  for  myself,  but  for  others,  as  attorney. 

The  Chairhan.  What  is  the  reason  for  that? 

Mr.  Lewis.  Various  reasons.  One  reason  they  generally  give  is 
that  they  are  unacquainted  with  the  Virginia  titles;  they  do  not  want 
to  take  any  chance  on  them. 

The  Chairman.  Has  farming  been  very  profitable  in  Virginia  for 
some  vears,  before  the  last  two  or  three  vears,  I  mean? 

Mr.  Lewis.  No;  it  has  not  been  profitable.  It  is  a  gamble  to  a 
lur^e  extent,  unless  you  ^et  good  prices. 

The  Chairman,  Was  your  farm  run  down  wlien  you  purchased  it, 
or  did  it  consist  of  two  or  tlu^ee  farms  put  together? 

Mr.  Lkwis.  No,  sir. 

The  Chairman.  Was  it  pretty  well  run  down  when  you  puv- 
chased  it  ? 

Mr.  Lewis.  I  can  not  say  it  was  badly  run  down,  but  it  waS  the 
ordinary  Vir^rinia  farm  lands. 

The  Chairman^  How  many  head  of  cattle  were  there  on  it  when 
you  bought  it  ? 

Mr.  Lewis.  They  claim,  I  think,  there  were  100  head  on  it. 
The  Chaibmak.  How  many  ought  it  to  susttdnl 
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Mr.  Lewis.  Well,  if  it  was  in  a  proper  state  of  cultivation  it  onght 
to  sustain  200  beef  cattle.  I  have,  including  sheep  and  hogs,  250 
head  there  now. 

The  Chairman.  You  bought  it  expecting  to  make  a  dollar? 

Mr.  Lewis.  Well,  I  bought  it  because  I  am  a  lover  of  farming.  I 
was  raised  on  a  farm,  and  I  can  not  get  on  without  a  farm.  If  I 
sell  a  farm  I  buy  another  one  right  away. 

The  Chairmak.  That  is  about  my  fix.  I  enjoy  farming,  and  I 
would  like  to  make  a  dollar;  but  there  are  difficulties  in  the  way. 

Mr.  Lewis.  There  certainlv  are. 

The  UHAiBacAN.  Unless  you  keep  pret^  close  to  the  plow  your- 
self. I  fancy  you  expect  to  make  a  profit  on  this  farm  as  well  as 
derive  a  great  deal  of  pleasure  out  of  it? 

Mr.  Lewis.  Yes,  sir. 

The  Chairman.  And  you  say  that  land  has  appreciated  in  value 
considerably  since  you  purchased  it? 

Mr.  Lewis.  Yes;  according  to  the  otlier  lands  that  liave  been 
sold  in  the  county,  I  would  say  it  has  appreciated  to  a  considerable 
extent  in  value. 

Senator  Groxna.  How  much  is  it  worth  now? 

Mr.  Lewis.  That  would  be  a  mere  estimate,  of  course. 

Senator  Gronna.  I  understand  that. 

Mr.  laswjB.  I  think  it  has  increased  anywhere  from  25  to  50  per 
cent,  according  to  the  present  land  values.  I  do  not  say  that  this 
rise  whidi  has  been  felt  will  continue,  of  course. 

Hie  Chai»man.  Then,  as  a  commercial  proposition,  you  are  where 
you  can  pay  a  fair  rate  of  inti»«st;,  and  in  competition  with  men  en- 
gaged in  oraer  lines  of  biusiness,  are  you  not  ?  You  bought  this  prop- 
erty and  the  land  has  appreciated  $26  or  $50  an  acre,  and  you  say 

there  is  600  acres  of  it. 

There  is  no  reason  why  you  should  expect  a  subsidy  from  the 
Government,  is  tliere,  under  the  circumstances? 

Mr.IiEwis.  Wdl,  I  think  there  is,  sir.  Practically  every  other  line 
of  industry  is  subsidized  by  the  national-bank  act. 

The  Chairmak.  What  do  you  mean  by  that? 

Mr.  Lewis.  The  national  bank  has  a  practical  subsidy  in  its  circu- 
lation, and  all  commercial  interecte  are  aiabled  to  get  loans  throng 
the  banks,  while  tihe  former  is  wyL 

Senator  Gronna.  I  do  not  tiimk  you  can  sustain  tiiat  argumen^ 
that  the  national  bank  has  a  subsidy.  You  mean  on  the  issuance  of 
currency? 

Mr.  Lewis.  Yes. 

Senator  Gkonna.  You  know  the  national  bank  has  to  part  with  its 
own  money;  they  have  to  buy  their  bonds  before  they  can  issue  cur- 
rency.   I  can  not  see  how  you  can  construe  that  as  a  subsidy. 

Mr.  Lewis.  It  certainly  amounts  to  that.  The  bank  puts  up  its 
money  for  these  bonds,  but  it  gets  interest  on  those  bonds. 

Senator  Gronna.  Let  me  tell  you  there  is  a  loss  to  a  national  bank 
on  the  issuance  of  currency,  because  often  the  national  banks  have 
been  compelled  to  pay  a  big  premium  on  the  bonds  that  they  have 
to  buy,  and  that  premium  has  to  be  charged  off- 
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Mr.  Lewis.  I  am  not  speaking  on  my  own  knowledge  of  that  mat- 
ter, but  I  am  speaking   .  . 

Senator  Gronna.  I  know  that  is  argued,  but  I  do  not  tWnk  it  can 

be  sustained. 

Mr.  Lewis.  You  are  taking  issue  with  Mr.  Vanderlip  and  other 

great  bankers  when  you  say  that.  They  have  figured  it  and  have 
shown  the  profit  the  national  bank  takes  on  its  circulation. 

Senator  Gronna.  I  would  be  very  glad  to  have  that  statement 
from  Mr,  Vanderlip. 

Mr.  Lewis.  Mr.  Vanderlip  is  the  author  of  

Senator  Gronna  (interposing).  I  have  not  been  able  to  find  that 
anywhere,  to  show  that  a  profit  is  made  on  circulation. 

Senator  Norris.  I  think  it  would  depend,  whether  you  made  a 
profit,  on  how  much  the  bank  was  able  to  loan  its  money  for  in  the 
community  where  it  did  business. 

Mr.  Lewis.  Figuring  on  a  basis  of  6  per  cent,  Mr.  Vanderlip  fig- 
ures out  the  profits  on  circulation  issued  on  the  various  Govermnent 
bonds. 

Senator  Gronna.  Well,  I  do  not  want  to  go  into  that.  But  what 
difference  does  it  make,  if  I  start  a  bank  with  $100,000  capital,  I  have 
to  part  Avith  $100,000  before  I  can  issue  that  currency.  Now,  what 
difference  does  it  make  whether  I  loan  my  own  money  without  cir- 
culation, or  whether  I  loan  it  in  the  fii^st  instance? 

Mr.  Lewis.  It  makes  this  difference:  You  are  getting  interest  on 
your  Government  bonds  and  you  are  getting  interest  on  the  circula- 
tion you  issue  against  those  bonds. 

Senator  Gronna.  As  a  rule  you  buy  2  per  cent  bonds. 

Mr.  Lewis.  And  the  tax  on  your  circulation  

Senator  Gronna.  And  you  have  to  pay  a  large  prenuimx  to  get 
your  bonds. 

Mr.  Lewis.  Yes;  you  do. 

Senator  Norris.  But  you  only  pay  that  once. 

The  Chairman.  Well,  if  there  is  anything  there  in  the  way  of  a  . 
subsidy,  it  is  wrong  and  unjustifiable;  I  will  concede  that.  But  you 
can  not  properly  argue  that  we  should  perpetuate  another  wrong, 
to  start  another  series  of  corporations  on  the  way  to  increase  and 
multiply,  until  we  segregate  another  large  aggregation  of  capital 
that  is  exempt  from  taxation.  That  is  the  point.  It  is  a  question 
not  only  as  to  whether  we  had  better  stop  this  proceeding  but 
whether  there  may  not  be  oihBK  that  oug^  to  be  inT^t%ated  and 
istopped. 

Mr.  Lewis.  Well,  it  seems  to  me  that  this  is  the  only  time  tbAt 
the  farmers  ever  have  had  any  help  

The  Chairman.  Our  sympathies  are  all  with  the  fanneis— there 
is  no  doubt  about  that — but  it  is  a  question  of  how  far  we  are  justi* 
fied  in  going  into  the  Federal  Twwswey  to  grant  gratuities  to  luay 
particular  class.  , 

Senator  GrBQNKA.  That  is  the  whole  point. 

The  CsAaifAir.  It  k  done  in  aiimher  m^tanee,  ^  ought  to  be 
stopped. 

Mr.  Lewis.  I  do  not  say  it  is  justified  at  all  times  -  ■■ 
Hie  Chairman.  We  are  willing  to  give  the  farmer  erery  advan- 
tage possible,  «id  that  is  why  we  ^lactod  tlus  law. 


Mr.  Lewis.  And  before  it  gets  in  operation  

The  Chairmak  (interposing).  But  it  seemed  to  Congress  at  that 
time  that  the  $10,000  limit  urns  as  far  as  we  would  be  justified  in 
going,  and  at  that  time  it  was  entiinefy  satisfac^ry  to  the  agricultural 
nterosts,  and  we  did  not  antieipato  tkSm  application  of  the  joint- 
stock  land-bank  law  which  has  grown  up ;  and  these  banks  are  in- 
creasing very  rapidly.  Tbi&y  are  not  making  ver^  much  money  now, 
but  tihat  comd  not  be  expected,  because  they  are  m  tiiair  inisMS^.  A 
national  bank  does  not  expect  to  make  any  money  for  the  Bxst  year 
or  two.  If  they  can  pay  their  ov^riiead  charges  they  are  satimed. 
And  scmie  of  tiiese  banks  that  have  been  going  two  or  three  years  are 
making  a  lot  of  money,  and  there  is  no  reason  why  all  of  them  will 
not.  Our  information  is  that  they  will  be  exteemely  popular  and 
increase  very  rapidly,  and  that  something  ought  to  be  done;  that 
Congress  ought  to  exercise  discretion  in  this  matter  and  not  permit, 
as  I  have  said,  large  aggregations  of  capital  to  grow  up  here  that 
bear  no  share  in  the  public  burdens  wlien  we  are  needing  four  or  five 
billion  dollars  a  year  to  pay  current  expenses. 

Mr.  Lewis.  May  I  give  you  my  thought  on  that  kne? 

The  Chairman,  Yes;  I  would  be  glad  to  have  it. 

Mr.  Lkwis.  It  is  a  fact  that  that  will  reduce  the  Government's 
revenue  to  that  amount,  4  per  cent,  I  believe,  of  our  income  tax  from 
interest,  and  of  that  4  per  cent  joint  stock  land  bank  bonds  would 
make  a  still  smaller  amount,  a  very  small  amount,  compared  to  the 
total.  Well,  I  am  positive,  from  my  knowledge  of  farming,  that  if 
you  can  give  the  farmer  with  larger  means  enough  money  to  operate 
on  successfully,  that  he  will  pay  to  the  Government  in  income  taxes 
an  amount  greatly  in  excess,  in  increased  income  taxes,  the  losses 
which  the  Government  sustains  in  exempting  these  bonds.  In  my 
own  case  I  can  see  where  I  would  

The  Chatrman.  But  when  you  get  there  you  assume  that  this  man 
is  going  to  make  money? 

Mr.  Leavis.  Yes.  vou  would  help  him  make  money. 

The  CHAiR^fAx.  tie  is  getting  up  into  the  $5,000  or  $10,000  a  year 
class,  if  he  is  going  to  contribute  much  in  the  way  of  an  income  tax, 
and  when  he  gets  there,  why  should  he  expect  to  get  his  money,  bor- 
row is  money,  under  a  systeoi  tiiai  frees  it  from  thia  i}urdea  Qf  tax- 

Mr.  Lewib.  Well,  when  he  gets  there,  that  is  all  you  do  for  Mw; 

when  the  loan  is  paid  off,  that  farmer  is  in  a  position  then  to  

The  CscAiRMAN.  Then  he  would  keep  at  it;  ^  would  be  a  pisofitpble 
speculation  with  him,  when  he  gets  up  there- 
Mr.  Le\w.  I  4o  not  see  how  he  would,  if  you  would  limit  it  

The  Chairman.  In  tbe  East,  in  New  England,  of  course  they  have 
the  savings  banks  to  go  to;  but  they  ai?e  taking  advaintage  of  the 
$10,000  li^t  ^lUidNT  Hie  farm  loan  asaoeiati<mB  to  some  ^eKteiut;  but 
fh^  are  -ebcoiira^iig  all  kinds  <hE  QOopnAiive  associations,  sort  of 
mntnal  eompanies,  where  they  can  segregate  capital,  moitgage  com* 
panies,  esp^ally  in  the  building  and  kmn  line.  I  see  there  was  one 
organised  in  my  State  <ik»  otte  day  to  provide  iunds  for  building 
homes  im  poor  ineduuc^  and  working  ik»  out  themselves  on  their 
own  initiatiw  and  upon  thMr  owa  HM^onsibiUt^}  taking  Jtlieir 
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chances  with  the  farmer  and  the  other  classes,  and  it  is  a  thing  to  en- 
courage, it  seems  to  me. 
Mr.  Lewis.  I  agree  with  you ;  yes.  sir. 

The  Chaiioian.  And  I  should"  think  that  the  rise  in  vahie  of  the 
land  in  the  South — I  know  in  the  tobacco  sections  it  is  reported  that 
they  are  making  lots  of  money  

Mr.  Lewis.  Well,  I  believe  they  are  in  tobacco  and  cotton,  they  are 
making  much  more  money. 

The  Chairman.  Do  you  raise  tobacco  ? 

Mr.  Lewis.  No,  sir;  we  do  not  raise  an^^  tobacco. 

The  Chairman.  As  soon  as  an  agricultural  section  gets  up  where 
the  farmers  are  making  money,  so  that  they  can  pay  an  income  tax, 
I  do  not  believe  that  many  of  them  would  ask  ^co*  Governmant  sub- 
sidies. 

Mr.  Lewis.  I  do  not  think  they  would  either,  but  if  it  will  just 
hdp  them  to  get  to  that  point,  I  think  they  wUl  be  satisfied. 

The  Chairman.  Well,  that  is  what  we  nave  done.  We  have  gone 
outside  of  anything  the  Government  has  ever  done  for  smyone  in 
this  act,  as  it  stands  to-day,  limiting  it  to  the  farm  loan  associations. 

Mr.  Lbwis.  There  is  a  change  there,  in  regard  to  tlutt  amount, 
which  has  not  been  mentioned,  as  I  remember. 

At  the  time  this  act  was  passed,  the  amount  necessary  for  a  farmer 
to  operate  on  was  much  analler  than  it  is  at  the  present  time. 

The  Chairman.  Yes ;  but  that  has  aU  resulted — tibat  is  caused  by 
the  increase  in  the  value  of  farms.  It  requires  more  money,  because 
land  values  have  dotfbled  and  trebled  and  quadrupled  in  many  sec- 
tions of  this  country.  Now,  who  has  gotten  tihe  bmefit  of  that  rise 
in  the  value  of  land^  Has  not  the  &rmer  gotten  it? 

Mr.  Lewis.  My  expm^ce  has  not  been  that  way.  My  experience 
is  it  requires  more  money,  because  it  costs  100  per  cent  more  to  buy 
your  binders  and  your  farm  machinery  and  your  stock.  We  have 
to  pay  now  $100  for  a  cow  that  we  used  to  get  for  $50. 

•nie  Chaibicak.  True;  but  somebody  owns  this  land,  and  it  has 
doubled  in  value,  and  now  the  owner  comes  here  and  says  that,  be- 
cause of  the  increase  in  the  value  of  his  land  he  has  to  have  more 
accommodations,  when  he  wants  to  borrow. 

Mr.  Lewis.  Well,  that  is  not  our  reason. 

The  Chairmak.  If  a  farm  that  was  worth  $10,000  several  years 
ago  is  to-day  worth  $30,000,  the  owner  of  that  land  has  there  an 
imeamed  increment  of  $20,000. 

Mr.  Lewis.  Well,  if  I  had  that  increase  I  would  be  tempted  to 
sell. 

The  Chairman.  That  is  just  what  they  are  doincr,  and  then  thev 
•want  to  borrow  money  from  the  Government  to  buy  more  land,  to 
do  the  same  thing.  At  least.  I  assume  that  is  what/they  are  doing. 
That  is  what  I  would  do  under  the  same  circumstances. 

Mr.  Lewis.  But,  still,  there  seem  to  be  more  people  in  the  cities. 

ihe  CirAiRMAN.  As  Senator  Gronna  said,  we  want  to  invite  the 
people  to  come  from  the  cities  on  to  the  farms,  where  thev  will  pro- 
dure  a^httle  surplus  of  food,  and  if  you  will  let  the  big  fellows  con- 
trol, the  little  fellows  will  not  have  a  chance,  and  it  is  the  Ktfcle 
fellow  we  want  to  encourage,  to  get  him  back  to  the  land. 
^  Mr  Lewis.  I  think  you  also  ought  to  encourage  the  larcer  farmer, 
in  order  to  increase  the  production  of  food. 
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,  The  Chairman,  Well,  within  reason,  yes;  but  if  he  is  making 
money,  it  seems  to  me  he  ought  to  be  willing  to  pay  proper  rates,  if 
he  wants  to  borrow.  c     r  ,/      x-  j 

Mr.  Lewis.  Conditions  are  such  now  that  the  people  are  leaving 
the  farms.  There  are  less  fanners  now  than  yrhm  the  war  started. 
Ihe  cities  are  full  of  people  who  can  not  get  houses,  but  in  the 
CQ^try  there  is  no  trouble  in  finding  plenty  of  empty  houses. 
.  rhe  Ch^rman.  They  tell  me  ih&t  in  Senator  Norris's  State,  for 
instance,  that  fanners  have  made  so  much  nionev  that  thev  have 
Mme  to  cities  to  Ure  on  their  incomes,  and  that  is  the  reason  that 
tbe  cities  are  congeeAed. 

We  are  glad  to  hear  from  you ;  and  we  do  not  ask  these  questions 
in  any  spint  of  criticism  or  opposition.  We  want  to  do  the  right 
tbmg,  and  we  have  all  classes  to  consider. 

Mr.  Iawis.  Thank  you,  sir. 

.ij^'  ^^f^^'J^  ^ant  to  get  it  perfectly  clear  about  tht-  practice  that 
tne  senator  'asks  about  in  regard  to  these  loans  through  the  banks. 
In  a  good  many  sections  before  this  act,  and  to  a  certain  extent  yet 
a  farmer  would  go  to  a  local  State  bank  and  would  ask  for  a  loan 
and  would  be  told  that  they  did  not  want  to  tie  up  their  monev  that 
long,  say  from  three  to  five  vears.  but  that  a  certain  partv  we  will 
call  an  agent  had  money  to  loan.  So  lie  goes  oxer  to  this  agent,  as  we 
Will  call  him.  and  applies  to  him.  and  ho  loans  him  rhe  money, 
at,  say,  6  or  7  per  cent,  and  takes  the  mortgage — the  note  and  the 
mortgage.  And  then  he  goes  back  to  the  bank  and  gives  his  indi- 
vidual note,  and  puts  either  that  up,  or  some  other  collateral,  and 
takes  the  money  back  to  the  farmer,  and  his  profit  is  taken  out  then 
and  there,  in  sometimes  a  10  per  cent  commission  and  sometimes 
more. 

Senator  Gronna.  Of  course,  this  man  could  not  continue  that  very 
long,  because,  I  presume,  the  State  banks  in  your  countrv  are  like 
State  banks  ordinarily,  that  there  is  a  limit  to  the  amount  that  could 
be  loaned,  and  this  one  man  could  not  continue  that  very  long. 

Mr.  Lewis.  Certainly ;  they  are  limited  as  to  amount.  But  who- 
ever this  agent's  note  falls  due,  of  course,  he  can  renew  it. 

Senator  Gronna.  Yes;  but  the  aggregate  amount  that  can  be 
loaned  to  any  individual  in  most  States  is  not  to  exceed  15  and  the 
limit  is  20  per  cent  

Mr.  Finlev.  I  am  not  speaking  of  the  amount  that  is  loaned  to 
any  individual  borrower  that  way,  but  the  practice. 

Senator  Norris.  WeU,  Senator  Gronna  is  speaking  of  the  agent. 
If  he  had  to  borrow  the  money  of  the  bank  and  comply  witii  the 
banking  rules  he  would  not  make  many  loans  until  the  bank  would 
say; "  We  can  not  loan  you  any  more  money;  you  are  up  to  the  limit? 

Mr.  FiNLBY.  Yes;  there  are  a  good  many  banks  that  he  can  deal 
through.  There  are  certain  limits,  of  course. 

In  view  of  the  statements  made  by  the  chairman  about  helping  the 
little  farmer  and  about  being  willing  to  have  a  subsidv  for  tiie  fittle 
farmer  I  would  like  to  say  one  word  and  thffli  ask  you  to<hear  Mr. 
HoAvard,  of  Des  Moines*  The  act  now  is  attacked  as  class  legislation, 
and  it  seems  to  me  if  you  confine  it  to  the  small  producer  it  is  even 
more  vulnerable. 

Senator  Gronna.  I  hardly  think  it  is  fair  to  say  it  is  made  for  the 
small  farmer.  I  think  it  is  fair  to  say  that  there  is  a  limit  on  the 
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amount  to  be  had  by  anybody,  whether  he  is  a  ^oall  farmer  or  a  big 
farmer. 

Mr.  FixLEY.  WelK  that  is  the  practical  result  of  it,  is  it  not? 
And  it  does  seem  to  me  that  the  justification  for  the  act  must  rest  on 
the  broad  public  policy  of  aid  to  ag:riculture,  in  return  for  the  aid 
of  agriculture  to  the  N'ation;  that  this  act  can  not  be  defended  on 
any  other  rrround.  If  you  take  the  small  man  and  help  him,  our 
sympatliies  are  with  him;  hwt  if  you  stop  him  just  when  he  is  becom- 
inp-  tho  most  efficient  producer,  then  I  think  you  are  making  a  mistake. 

There  is  one  point  that  I  can  not  agree  with  Mr.  Lewis  about,  or 
with  the  Senator,  and  that  is  in  his  particular  case  that  for  the 
purposes  of  this  act  it  would  be  better  if  he  had  four  or  five  families 
on  that  particular  farm,  rather  than  one  good  man.  If  you  have 
one  efficient  farmer,  there  will  be  less  food  consumed  on  the  farm 
and  more  food  produced.  Operating  a  larger  unit,  and  operating  it 
with  sufficient  capital  to  make  that  operation  efficient  in  every  way, 
as  we  see  it,  you  would  reach  to  the  heart  of  this  act. 

Senator  Xobrib.  Now,  Mr.  Finley,  the  model  condition,  as  I  think 
is  admitted  by  everybody,  would  be  to  have  every  man  own  the  farm 
that  he  tills.  If,  however,  you  have  the  country  divided  up  into  biff 
farms,  that  can  not  be  done;  that  farmer  has  to  hire  help,  the  work 
has  to  be  done  by  hired  men,  and  the  owner  of  the  farm  himself  and 
his  family  do  less  in  proportion  to  the  entue  wiount  that  is  done  on 
the  farm  than  if  the  farms  are  smaller  in  area.  All  the  people  must 
be  fed,  wherever  they  are  found*  If  they  go  out  on  to  the  farms 
and  feed  themselves,  it  is  better  than  if  they  stay  in  the  <aties  and 
have  to  have  their  food  sent  in  to  tlmn  from  the  big  farms.  I  ate 
not  finding  fault  witib  the  big  farmer;  I  wmld  be  glad  to  be  o6e 
myself.  I  am  not  complaining  of  this  man  who  has  the  600-acre 
wm.  At  the  same  time,  taking  the  oomrtry  as  a  wlurle,  I  thindc  it 
would  be  better  to  have  two  families  m  that  farm,  or  four,  if  tile 
condition  of  the  soil  is  such  that  the^  oooUl  mAm  money  Hving  0n 
it,  rather  than  to  have  only  otie. 

Now,  speaking  of  ^  ooimtxj  as  a  whole.  tiMng  a  broad  www  of 
it,  it  seems  to  me  that  your  conkention  tenos  towatdr— and  fiie  joint 
sliook  land  bank  contention  is,  first,  larfle  farms,  where  a  lot  of  Mied 
luOp  must  be  liad,  as  i«ainst  tiie  smafi  fimocier,  where  little  hxS^  is 
hired  and  the  farmers  do  their  own  work. 

Hr.  FXNUT.  f  can  not  agree  wifh  you  for  this  reason:  IMatt^y, 
per  acre,  it  takes,  on  an  efficirat,  weU-maJiaged  farm,  less  labor, 
because  it  is  usually  a  madiine  proposition.  Our  problem  is  not 
simply  to  feed  our  people.  Our  probfem,  when  this  act  was  passed-** 
it  was  t^i^ni^  that  way,  because  at  one  time  in  this  country  manu- 
facturing interests  were  very  small  and  farming  predominated — and 
you  know  the  national  policy  that  was  established  to  restore  the 
balance.  And  now  the  tendency  is  the  other  way,  and  the  problem 
is  not  so  much  to  get  the  city  man  back  on  the  farm— because  nine 
tames  out  of  ten  he  will  not  succeed  on  the  farm— but  the  problem  is 
to  keep  the  man  on  the  farm.  And  the  next  problem  is  not  only  to 
feed  the  man  on  the  farm  and  to  feed  the  man  in  the  city  but,  more 
than  ever,  to  have  an  exportable  surplus;  and  if  we  want  efficiencv 
m  that  production  and  it  goes  back,  as  we  see  it,  to  a  large  production 
as  an  aid  to  the  entire  Nation. 
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Now,  when  you  speak  of  the  specsuhitioiii.,  and  it  getting  too  large, 
I  will  admit  that  $50^000  ia  swae  md^^m  may  promote  that,  but 
HHI^^POO  is  not  going  to  prevent  irerv  muek  speeuli^n  m  Iowa,  and 
whwe  tile  ^&eiisnt  fanning  isf  found. 

A  ipreat  deal  has  been  said  about  the  com  belt  losing  population. 
Has  it  lost  my  m  pioduetim?  Some  people  hb^e  mo^ra  away  frcm 
that  seeticm,  but  they  have  bou^t  more  machinery,  the  men  who 
have  rraiained;  and  they  have  tilled  tiiat  land,  and  tlxey  are  operat* 
ing  with  more  machine  power,  less  man  power,  and  they  are  produc- 
ing more  than  they  ever  produced  before. 

'^(ow,  the  small  man  has  ample  opportunity  in  many  otiier  aectioiui 
under  this  act,  and  we  ai^  that  you  draw  the  dividing  line  here, 
help  the  farmer  to  produce,  and  if  he  is  above  the  $10,000  class,  do 
not  stop  until  you  reach  the  point  where  the  amount  is  likely  to  pro- 
duce landlordism  and  speculation  in  land. 

•  Senator  Norris.  That  is  an  indefinite  line,  of  course.  There  can 
be  a  great  difference  of  opinion  as  to  where  it  ought  to  be  dra'^im. 

Mr.  Finley.  And,  Senator,  you  can  hardly  draw  that  definitely 
here  and  fit  all  situations. 

Senator  Norris.  I  admit  that.  The  line  that  would  be  suitable, 
probably,  in  one  section  of  the  country  might  not  be  suitable  in 
another. 

Mr.  Finley.  Exactly.   I  have  said  more  than  I  intended  to,  and 
I  would  now  like  you  to  hear  Mr.  Howard. 

SIAIEMENI  OH  ME.  J.  £.  HOWASJ),  SES  MOINES,  IOWA. 

Mr.  Howard.  My  occupation  is  attorney  at  law.  I  was  raised  on 
a  farm  20  miles  south  of  Des  Moines,  Iowa,  and  lived  there  all  my 
life  until  the  last  four  years.  ,  . 

You  might  say,  like  all  country  lawyers,  I  am  more  or  less  familiar 
with  farming  conditions.  In  our  State  I  am  of  the  opinion  that  it 
takes  more  money  than  you  have  been  discussing  to  operate  a  farm 
in  a  practical  wav.  Take  the  northern  part  of  Iowa.  A  great  deal 
of  drainage  work  has  been  done  there  in  the  last  few  years  and  is 
being  done  now.  More  of  it  is  coming  down  into  the  southern  part 
of  Iowa.  The  drainage  runs  anywhere  from  a  few  dollars  an  acre, 
but  a^high  as  $1,600  and  $2,000  to  40  acres,  depending  on  the  particu- 
lar case.  It  may  run  from  a  dollar  an  acre  to  $40  an  acre.  And  if 
a  fanner  has  land  of  that  kind,  in  making  a  loan,  if  the  drainage  tax 
is  waived  and  payable  in  installments,  the  amount  of  that  drainage 
tax  is  taken  off  the  total  valuation  of  the  farm  in  order  to  tax  the 
loan  below  that.  For  instance,  if  there  is  a  $2,000  drainage  tax  and 
the  fann  $10,000,  the  farm  would  be  considered  worth  $8,000  for  loan 
purposes.  He  has  that  first  to  contend  with  in  the  northern  part  of 
Iowa  in  purchasing  land;  first  the  drainage  tax,.and  that  reduces  the 
value  of  the  land  he  can  get  the  loan  on.  .  .    ,  i 

New,  ihttQ,  if  h»  wants  to  operate  that  farm,  it  is  the  usual  prac- 
tice, perhaps  he  will  get  a  loan  of  40  per  cent  of  the  value,  and  then 
he  w5l  give  a  second  lien  of  probably  15  per  cent  of  the  value  of  the 
farm,  aid  the  rest  of  it  is  probably  furnished  with  capital  that  he 
alraadv  has,  kavinir  him  indebted  somewhere  from  50  to  60  or  65 
r^i.  Jnt^ti^  v^e  of  his  lam;  and  tfapi  ba  has  pradacaUy  no 
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ley  for  operating  purposes. 
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.  Now,  in  Iowa  a  man  can  not  farm  and  raise  very  many  hogs  and 
eattleon  80  acres  of  land;  and  80  acres  of  land  m  Iowa,  on  an  a%-^r- 
age,  is  probably  now  Avorth  $16,000.  If  he  got  50  per  cent  on  his 
l^n,  he  would  probably  have  $8,000.  .He  would  come  within  your 

Here  is  a  publicatidn  put  out  by  the  Federal  Land  Bank  of  Hous- 
ton, Tex.,  under  date  of  August,  1919,  in  which  S.  A.  Linear,  secrc: 
tary  of  the  Federal  Land  Bank  of  Houston,  says : 

I  mean  the  Fetleral  land  bank,  which  Is  authorized  to  make  loans  foronly 
certain  specific  agricultural  purposes,  and  in  amount  not  to  exceed  §10,000  to 
one  person,  are  able  to  supply  only  about  one-third  of  the  loans  required  by 
and  for  agricultumi  development. 

Now,  gentlemen,  the  Uxst  is  that  in  Iowa  during  the  last  year,  and 
mare,  if  it  had  not  been  for  tiie  Federal  joint-stock  land  bank  loans 
farmers  in  Iowa  would  have  had  practically  no  source  of  supply, 
owing  to  conditions.  The  life  insurance  companies  were  practically 
out  of  the  loan  market  for  the  last  year,  owing  to  "  flue  "  losses,  to 
buy  Government  bonds  and  loan  them  to  the  policyholders,  and 
practicallv  all  of  the  farmers— a  large  percentajge  of  the  farmers— 
in  Iowa  got  their  loans  entirely  through  the  joint-stock  land  banks 
in  Iowa.  The  insurance  companies  were  unable  to  l<»n.  The  Con- 
necticut ]^Iutiial  was  making  a  few  small  loans  through  Iowa  and 
the  Union  Central  was  making  a  few,  but  there  were  practically 
none.  The  volume  had  decreased,  I  should  judge,  at  ki«t  80  per 
cent.  And  conditions  such  as  those,  which  arise  from  time  to  time, 
make  institutions  like  a  joint-stock  land  bank  a  valuable  asset  to  a 
community. 

Tlie  figures,  as  I  understand,  indicate  that  the  average  loan  of  the 
joint-stock  land  banks  is  something  in  the  neighborhood  of  $13,000. 
So  that  they  are  not  trespassing,  in  a  general  way,  upon  the  limits 
which  the  gentlemen  have,  except  in  particular  instances,  but  they 
are  enabled,  whenever  it  is  necessary,  to  furnish  the  capital  to  allow 
the  farmer  to  successfully  operate. 

I  think  that  to  pass  this  Smoot  bill  now,  or  to  continue  the  fur- 
ther discussion  of  it,  is  bad  for  business  conditions  in  Iowa,  and  per- 
haps in  Nebraska.  With  the  amount  of  real  estate  transfers  which 
will  be  had  in  Iowa  this  year,  the;^  have,  lots  of  them,  written  into 
their  contracts  that  they  will  furnish  joint-stock  land  bank  loans— 
they  will  not  be  able  to  furnish  them,  and  the  volume  of  insurance 
money,  while  it  is  returning,  is  still  not  unlimited.  And  so  it  seems 
to  me  that  a  discussion  of  this  subject  at  this  time  is  very  bad  for 
business  conditions. 

Before  I  left  home  one  of  the  real  estate  dealers,  who  have  sold 
$5,000,000  worth  of  Iowa  lands  last  year,  was  in  to  see  me  three  or 
four  times  in  one  week  to  know  if  I  thought  his  customers  were  going 
to  get  the  joint-stock  land  bank  loans,  and  all  I  could  tell  him  was 
simply  that  they  would  have  to  wait  and  see. 

Ajid  consequently  there  is  a  great  deal  of  Uneasiness  through  Iowa 
and  the  adjoining  States,  where  the  joint-stock  land  bwoks  are  op- 
mting,  by  reason  of  this  bill  pending  at  the  present  thne.  If  it  was 
pending  in  the  &ll,'wh0n  tiiere  was  no  spring  settiement  to  foe  Portly 
antimpated,  it  would  hot  much  dktarb  business  conditions,  but  ri^t 
how  it  is  actually  distoibing  business  conditions. 
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If  y<wi  gentlemen  would  pardon  me  for  making  a  suggestion  along 
this  line,  I  think  that  instead  of  discontinuiM  the  joint-stock  land 
banks  I  would  limit  the  amount  of  the  loan  wMch  they  make  to  any 
particular  person  to  s<Mae  specific  sum. 

Senator  Nokbis.  What  would  you  suggest?  ^    ^      ,  j 

Mr.  Howard.  My  personal  idea  of  the  matt^  is  that  $26,000  would 
be  a  reasonable  average  Umit.  I  am  speaking  only  for  myself  when 
I  make  that  statement  And  that  I  would  limit  the  use  of  that  along 
the  line  somewhat  of  the  Federal  land  banks,  but  would  give  a  little 
bi^ader  latitude  in  that,  so  that  there  would  be  no  evasion  or  subter- 
fuge in  cairy-ing  out  the  law.  . 

Senator  Xorris.  Be  a  little  more  specific  there.   What  particular 
limitation  do  vou  mean  now  ?  . 

Mr  How  vRD.  Well.  I  mean  that  I  would  loan  to  a  farmer,  whether 
he  occupied  the  laud  him.self  or  any  member  of  his  immediate  fafwjy 
occupied  the  farm.  The  farmer  ought  not  to  be  dnvwi  to  deed  the 
land  to  his  wife  or  deed  it  to  his  son  in  order  to  get  a  loan  and  then 

have  it  deeded  back.  .   ,     ,        o    ▼  j 

Senator  Nokrls.  Well,  do  you  think  tluit  legal  now?  I  under- 
stand that  has  been  done  with  the  Farm  Land  Board  with  their  con- 
sent but  do  you  not  think  that  is  a  plain  violation  of  the  law? 

Mr.  Howard.  That  is  what  I  was  suggesting,  that  if  you  make 

gmne  such  limitation  as  this   ^^i„*;«„ 

Senator  Norris.  In  other  words,  you  would  make  this  violation 

legal  bv  legalizing  it  ?  .  ,  • 

Mr.  Howard.  It  would  not  be  a  violation  then. 

Senator  Xorris.  I  understand ;  but  they  do  it  now  and  it  is  a  viola- 
tion of  the  law.  So  as  to  prevent  that  from  violating  the  law  you 
would  make  that  act  legal ;  is  that  the  idea  ? 

Mr  Howard.  No:  I  would  make  that  act  lor  the  reason  that  1 
believe  it  would  be  for  th«  benefit  of  the  counUy  generally  to  mclude 

*^The  CS^N.  You  mean  let  the  husband  have  $25,000  and  the 

wife  $25,000  on  the  same  property  ?  . 

riowABD.  Not  on  tL  Sme  property,  but  on  ad]ommg  prop- 
erties, if  necessary.   I  do  not  mean  that,  but  I  mean  this :  That  if  you 

e^^^of  land-four  quarter-section^and  you  occupuH^^ 
one  quarter-section  and  th^  of  your  sons  occupied  >^/lf  ^^^^^^^ 
fluarter-sectioBS,  whidi  is  frequently  the  case  in  Iowa,  that  I  woi  d 
S^rai^ontiieenti«640  acJes,  although  you  did  not  actual^v 
SeCbut  <me  quarter-section,  so  long  as  some  immediate  mem- 
ber of  vour  family  occupied  the  rest  of  that  land. 

The  Chairman.  You  would  make  it  m  one  loan  ? 
Mr  Howard.  No;  I  would  make  it  m  separate  loans. 
The  Chairman.  So,  if  you  should  fix  the  hmit  as  you  suggest,  he 
would  be  able  to  get  $100,0001 

^^^''crrMAl^ryou  Ihink  the  CJ----%1,2^  ™ 
States  oueht  to  help  any  man  who  owns  640  acres  of  Iowa  knd  by 
gwSg  Mm  a  tax-f?ee  bond  at  this  tmie.  when  we  need  mon^  for 
fviA  pvnpn^pq  of  the  Government  so  badly  f   ^  ,  , 

Mr  &^RD  As  Mr.  Finley  suggested  I  b^eve  it  is  not  the  di»g- 
ainff  of  the  people  back  to  the  land  but  the  keepmg  of  the  boy  on 
that  counts.  If  yon  let  the  boy  get  away  to  the  city,  it  is 
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not  very  often  like  this  young  gentleman  that  just  preceded  me— 
because"  he  wants  to  get  back  to  the  farm— but  if  his  folks .  are  nofc 
able  to  buy  the  adjoining  piece  of  land  and  put  him  on  the  f am 
and  keep  him  there,  so  he  can  work  in  a  profitable  way,  he  will  not 
stay  there ;  but  if  they  are  able  to  do  that,  of  course  he  will  be  a 
farmer,  and  he  will  not  be  a  clerk  in  the  city. 

Senator  Gronna.  What  is  the  situation  m  Iowa  i  Has  the  popu- 
lation increased  or  decreased  in  recent  years? 

Mr.  Howard.  I  am  under  the  impression  that  the  population  has 

slightly  decreased.  ,  ,     m    tt       i  j 

Senator. Gronna.  How  about  the  holdings  of  land*  Have  land 

holdings  increased  or  decreased? 

Mr.  Howard.  To  a  great  extent,  I  would  say  that  I  do  not  believe 
there  has  been  a  great  deal  of  change.  In  the  southern  part  of  the 
State  I  think  the  holdings  have  increased  somev»hat,  but  in  the 
northern  part  of  the  State,  where  it  has  been  more  newly  developed, 
enough  new  people  have  gone  into  those  districts  which  have  been 
prop^ly  drained  so  that  I  think  the  average  is  about  the  same. 

Senator  Gtonka.  I  have  understood  that  the  holdings  had  in- 

Mr.  Howard.  I  think  it  is  so  in  the  southern  part  of  the  State, 
I  think  that  is  aU  I  have  to  say,  gentlemen. 

The  Ohairmak.  Land  values  have  ^ne  up  very  rapidly  in  Iowa 
recentiy,  have  thev  zioti 

Mr.  HowABD.  They  have,  sir. 

The  Chairman.  And  has  the  number  of  farms  increased,  or  has 
the  tendeney  been  to  concentrate  1 

Mr.  HowABD.  I  practicidly  answered  that  question  m  reply  to  one 
of  Senator  Norris^  questions. 

In  the  southern  part  of  the  State  the  size  of  the  holdings  has  in- 
creased, but  in  the  norlhwn  part  af  the  State  I  tiunk  they  have 
decreased. 

The  Chactmax.  You  say  you  are  an  attorn^? 
Mr.  HowABD.  Yes,  sir. 

The  Ckabocak.  Are  you  counsel  for  loan,  associations  there? 

Mr.  Howard.  I  am  the  Government  examiner  of  titles  f^r  threat^ 
the  joint-stock  land  bmks  that  op^i^ate  in  Dee  Moines,  and  mixe  w 
less  familiar  wi^  their  bu^ess  and  applications  that  come  in. 

The  GnAmKAK.  Then  you  are  in  a  way  cmmmA  lor  the*  jeu^i^sttaGk 
land  bank  of  Des  Moines  9 

Mr.  HbwAw.  There  are  two  joint-stodc  land  banks  in  Des  Moinea^ 
the  First  Joint  Stock  Land  Bank  of  Chicago,  through  St.  Lcmis.  I, 
or  the  firm  with  which  I  am  assodated^  am  examiner  of  title  for  the 
First  Joint  Stodc  Land  Bank  of  Chicago ;  and,  through  the  Federal 
LmA  Bank  of  Otaiaha,  examiner  of  tities  for  the  Des  Moines  Joint 
Stock  Land  Bank  and  the  General  Iowa  Joint'  Stock  Land  Bai&. 

The  Chaibman.  Then  you  are  counsel  or  agent  for  tiiretf  at:  the 
joint-stock  land  banks? 

Mr.  HowABa  Yes,  sir. 

The  Chairman.  That  is  all. 

^  Mr.  FiKXJBT.  Gentlemen  of  the  committee,  we  have  no  further  tes^ 
timony. 


xxBamms  mimmaM^  TmM^  i^^  bonds  fbom  taxahok.  106 


Ife.  Ramskt..  Gentlemen,  Senator  McLean  on  Saturday  asked  a 
question  which  in  the  rush  of  fMngs  was  overlooked,  I  wink,  and 
it  was  a  very  peitimmt  question  and  should  have  been  anaw^ored. 
.  He  asked  why  the  joint^atock  land  banks  could  not  loan  at  &| 
per  cent  as  wteU  as  the  Fede^  land  banks.  The  reason  is  that  ihe 
Federal  knd  banks  are  allowed  to  loan  up  to  20  times  their  cap- 
ital, while  the  joint-stock  land  banks  are  only  allowed  to  loan  15 
times  their  capital.  Therefore,  you  see,  with  the  same  overhead 
expanse  a  Federal  land  bank  with  ^50,000  capital  can  loan  $5,000,000, 
while  the  }<^t-stock  land  bank  can  loan  but  $3,750,000 ;  and,  as  the 
profit  on  the  busienss  is  1  per  omk  per  anum  between  the  rate  at 
which  the  bonds  are  sold  and  the  rate  which  the  mortgages  bear, 
there  is  an  excess  earnings  to  the  Federal  land  bank  of  ^e  same 
capital  of  $12,500.  And,  in  addition  to  that,  the  joint-stock  land 
banks  pay  State  and  local  taxes  upon  their  capital,  which,  in  the 
case  of  a  $250,000  bank  amounts  to  about  $6,000,  while  the  Federal 
land  banks  pay  no  taxes  upon  their  capital  stock. 

So  that  there  is  a  $6,000  margin  added  to  $12,500,  which  makes  a 
difference  of  $18,500  in  the  earnings  between  the  two  systems,  because 
of  the  mannei'  in  which  the  law  is  written. 

We  are  not  complaining  of  the  manner  in  which  the  law  is  written, 
but  that  is  the  reason  why  we  can  not  loan  quite  as  well  as  they  can. 

The  Chairman.  Is  not  that  greatly  offset  by  the  fact  that  the 
joint-stock  land  banks  make  larger  loans  and  require  much  less  help? 
I  know  that  is  true  with  reference  to  the  successful  bank. 

Mr.  Eamsey.  Ordinarily,  I  would  say  that  it  would  work  out  that 
way. 

The  Chairman,  Larger  loans  and  can  carry  much  larger  capital. 
Mr.  Ramsey.  They  can  hardly  carry  capital,  but  they  do  make 
larger  loans. 

The  Chairman.  There  is  no  limit  to  the  capital  they  can  carry  ? 
Mr.  Ramsev.  That  is  true. 

The  Chairman.  Take  a  $2,000,000  bank,  with  $25,000,000  of  bonds, 
if  the  loans  are  $r)0.000  each,  the  overhead  charges  would  not  be  as 
much  as  a  smaller  bank  with  a  quarter  of  a  million  and  the  loans 
averaging  a  thousand  dollars  each^ 

Mr.  Ramsey.  Yes. 

The  Chaibman.  That  is  the  trouble  with  your  argument. 

Afa-  Of  course,  you  can  not  take  one  large  individual  bank 
as  an  example.  The  most  of  these  banks  are  small  banks  that  are 
eking  out  a  little  profit.  In  the  United  States  we  have  the  National 
City  Bank  of  New  York,  which  is  making  milUons  of  dollars,  but 
that  is  not  ta  be  compared  with  other  banks  

The  Ghaibxan.  But  yoo  are  )iist  8tai:t»ig* 

Mr.  Bamsbx*.  Yes. 

The  Ghazbmak.  And  a  natiwnal  bank  has  to  go  through  tha^  same 

^TfcRAMSKT.  Yes;  but  I  mean  in  the  case  of  the  banks  to-day  that 
have  been  in  existence  for  50  years;  most  of  those  banks  are  making 
only  a  small  profit,  while  we  have  tibft  great  National  Qi^  Bank 

making  a  tremendous  profit  i  j  i.  ^i. 

The  Chaibmak.  Fifty  yeara  from  now  I  would  rather  have  the 
stock  of  the  CWiago  Joint  Sto<*  Lwid  Banfc  «haii  tin^  sloali  oC  the 
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National  City  Bank  of  New  York,  if  the  Chicago  bank  is  permitted 

to  go  on  under  this  law.  p  .1.    -d  j     i  -c*^^ 

Mr.  Eamsey.  With  reference  to  the  defense  of  the  i^ederal  *araa 
Loan  Board.  I  wish  to  sav  that  they  do  not  at  present  permit  the 
making  of  loans  to  members  of  families  in  order  to  bring  about  a 
large  loan.  At  first,  as  in  the  beginning  of  all  enterprises,  certain 
little  things  will  pass  by  that  will  soon  be  caught  m  the  working  out 
of  the  details  of  the  business. 

There  was  mentioned  here  on  Saturday  the  largest  loan  made  by 
any  joint-stock  land  bank— $160,000.  It  was  made  in  Illinois  and  was 
a  loan  made  to  a  man  who  has  eight  sons.  Those  farms  practically 
belong  to  those  eight  sons,  save  for  the  detail  of  the  transfer,  and  it 
was  so  represented  to  the  bank  in  Chicago  that  made  the  loan  and  so 
represented  to  the  authorities  passing  upon  the  loan.  The  farms 
should  have  been  divided  amongst  the  eight  sons  at  the  time,  but  they 

were  not.  i  1    t-i  j  i 

However,  that  instance  and  others  of  large  loans  caused  the  1^  ederal 
Farm  Loan  Board  to  make  ralin^  that  are  as  arbitrary  and  insistent 
and  that  are  as  strict  as  you  can  imagine  to  prevent  that  sort  of  thing 
being  done  any  more,  and  I  say  that  in  defense  of  their  practice. 

Senator  Gbonna.  As  I  understand  it,  I  do  not  think  that  criticism 
should  apply  to  the  Federal  land  banks. 
Senator  Norms.  What  criticism? 

Senator  Gbonxa.  That  is,  permitting  the  families  to  do  that. 
Senator  Nobrhl  Oh,  yes. 
Senator  Gbonka.  It  does. 

Senator  Norris.  Oh,  yes.  I  have  only  heard  one  side  of  it,  but 
I  have  known  of  a  good  many  instances  where  a  man  deeds  one  part 
of  a  iBrm  to  a  boy  and  another  part  of  the  farm  to  one  of  his  other 
children,  and  all  get  what  Aey  can,  and  then  when  the  deeds  are 
recorded,  they  all  deed  back  the  land  to  the  old  man. 

S^oator  Gbokna.  I  took  that  up  with  the  president  of  the  St.  Paul 
bank  and  he  said  under  no  consiaeration  would  he  permit  that  to  be 
done. 

Senator  Nobhis.  I  think  that  is  a  plain  violation  of  the  law. 
Senator  Gbonna.  I  agree  with  you. 

Senator  Ncmras.  And  they  not  only  do  that,  but  I  have  a  copy 
in  my  office  of  a  contract  where  they  get  around  the  law,  that  ^provides 
that  the  man  who  borrows  the  money  should  actually  cultivate  the 
land.   To  obviate  that  (I  am  told  that  it  has  been  a  suggestion  of 

the  bank),  he  makes  what  they  call  a  lease;  that  is,  it  is  practically 
a  lease,  but  they  call  it  a  contract.  He  enters  into  a  written  con- 
tract with  the  tenant  that  this  man  shall  work  for  him  and  farm 
his  land  and  get  a  certain  share  of  the  products  from  the  land.  It  is 
in  all  particulars  a  lease,  but  they  call  it  a  contract. 

That  is  to  avoid  that  provision  of  the  law  that  reqtiTres  the  man 
that  gets  the  money  to  cultivate  the  land  upon  which  he  borrows  the 
money. 

But  I  understand  they  have  made  a  great  many  loans  to  men  who 
have  not  lived  on  the  land  for  years  and  do  not  pretend  to  live  on 
it  now.  But  they  say  you  can  do  that  by  getting  around  the  law 
in  this  wav. 

Senator  Gkonna.  Of  course  that  is  a  violation  of  the  law. 


KXBWPTiON  m  FKWBAL  FABM  LOAK  BOITDS  FROM  TAXATION.  107 


S^ator  KoRRjffi.  That  has  not  any  particular  bearing  here:  I  am 
l»ot  charging  that  against  the  joint-stock  land  banks.  Thev  are  not 
limited  m  that  way^  but  we  know  when  we  passeit  that  'law  tliat 
was  one  of  the  material  considerations:  we  wanted  to  loan  the  money 
*o  actual  cultivators  of  the  land  and  not  to  speculators. 

Mr*  Bausby.  Hiat  is  not  being  done  now. 

Senator  NoRRis.  Have  they  quit  it  l 

Mr.  Bamsey.  Absolutely. 

Mr.  FiNtEY.  -The  board  made  them  do  it. 

Senator  Norris.  Why  did  they  quit  it? 

Mr.  Ramsey.  The  Federal  board  took  control  of  it,  and  I  hope 
you  will  amend  this  law  to  the  ettect  that  the  Farm  Loan  Board 
will  have  even  greater  control  of  the  joint-stock  land  banks.  I 
hope  that  you  will  arrange  that  the  Federal  ])oard  may  control  the 
numbers  of  the  banks  and  their  location  thronjihout  theCuuntry,  the 
same  as  the  Comptroller  of  the  Currency  has  control  of  the  na- 
tional banks,  and  that  you  will  limit  their  size.  There  is  a  need 
for  the  joint-stock  land  banks,  because  of  the  greater  unit  of  farm 
values  in  Mi.ssouri  and  Illinois  and  Wisconsin,  where  a  160-acre  farm 
is  worth  $48,000,  and  $10,000  is  not  enough;  they  should  have 
a  larger  limit. 

Mr.  FiKLEY.  May  I  add,  in  conclusion,  to  what  Mr.  Ramsey  has 
said  and  to  fix  the  law  for  both  banks,  with  whatever  limitations 
you  want  to  put  in  the  law,  and  additional  authority,  if  necessary, 
to  the  Farm  Loan  Board,  to  see  that  both  of  them  do  apply  their 
energies  and  their  capital  to  the  one  main  object  of  this  act,  in- 
creased aorricultural  ])rodiu'tion.  and  cut  out.  as  much  as  possil)le. 
speculation  or  landlonlism  m  anv  wav  voii  can.  We  can  live  on  that 
basis  and  make  a  legitimate  profit,  if  there  are  not  too  many  of 
them^  and  that  is  what  we  really  want  to  be  able  to  do. 

We  are  not  here  pleading  as  philanthropists.  We  expected  to 
make  a  legitimate  profit,  but  we  expected  to  make  it  within  the 
spirit  and  letter  of  the  law,  which  we  conceive  to  have  been  passed 
in  the  interest  of  the  Nation  as  a  whole— to  help  its  agricultural  pro- 
•duction. 

I  want  to  thank  the  committee  on  behalf  of  the  association  for 
their  courtesy  and  fairness  and  their  generosity  personally  in  the 
matter  of  time  allowed  us,  and  to  repeat  that  we  request  you  recall 
t)^  bill  for  further  consideration;  and  then,  if  the  association  as  a 
whole,  or  any  membcn'  <^«^f ,  can  be  of  any  service  to  you^  we 
would  be  glad  if  you  would  call  on  us. 

Semttor  €Hk>kka.  I  think  it  was  understood  the  other  day  that  the 

bill  wo^  be  recalled. 

The  Chairmak.  Well,  it  was  suggested  that  that  be  done.  It  is 
not  necessary;  there  is  no  necessity  for  recalling  the  bill.  A  sub- 
frtitute  can  be  presented  at  any  time  by  the  committee,  I  suppose. 

Senator  Gronna.  My  only  thought  is  this:  That  as  long  as  that 
hill  is  on  the  calendar  it  is  a  sort  of  a  scare  to  the  people  throughout 
the  country. 

The  Chairman.  Yes;  but  this  question  is  also  beftm  the  Supreme 
Court  of  the  United  States,  Senator. 
Senator  Gronna.  Yes;  that  is  true 

The  Chairman.  If  the  law  is  under  consideration  the  bill  may  as 
well  stay  on  the  calendar;  there  is  no  reason  urging  the  recall  or 
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the  retention  of  the  bill ;  it  makes  tio  difference  in  the  final  disposi- 
tion of  the  matter  whether  the  bill  stays  on  the  calendar  or  not. 

Mr.  FiNLEY.  Then,  if  there  is  not,  may  we  ask  that  you  do  recall 
it,  because  the  people  do  not  understand  it? 

The  Chairman.  Personally,  I  have  felt  that  the  bill  being  on  the 
calendar  is  a  wholesome  warning.  If  it  had  to  pass  ulthnately,  I 
think  we  would  discourage  rather  than  encourage  a  further  exten- 
sion of  these  loans. 

Mr.  FiNLEY.  May  I  suggest  that,  as  far  as  the  multiplication  of 
these  banks  is  concerned,  we  have  made,  I  think,  a  complete  answer 
in  regard  to  the  misinformation  that  went  out,  no  matter  how  it 
originated.  As  a  matter  of  fact,  it  went  out  originally  from  the 
floor  of  the  Senate,  as  to  what  enormous  profits  these  banks  were 
making,  and  I  think  now  you  are  satisfied  that  that  is  incorrect. 

The  Chairman.  I  do  not  want  to  see  any  more  of  these  banks- 
formed  until  Congress  reaches  a  conclusion  on  this  subject,  and,  in 
the  interest  of  the  banks  themselves,  it  would  be  miwise  to  withdraw 
that  bUl,  it  it  was  gdiag  to  encoonge  tha  oxgattisatum  of  moM^ 
banks. 

Senator  GBcmKA.  That  would  depend  on  the  board,  would  it  aott 
Mr.  FiNUBT.  No;  they  have  no  authority. 

The  Chairman.  Thatt  is  the  trouble.  There  are  a  great  many 
applications  pending,  and  it  seems  to  me  fairer  to  all  parties  to  let 
this  bill  stay  where  it  is,  as  a  warning  that  Congress  may  pass  the 
bill,  and  withdrawal  of  the  bill  might  encourage  these  pending  cor- 
porati<»is  to  go  ahead  and  organize^  and  I  think  that  would  be  unfair 
and  unwise. 

Mr.  FiNLET.  I  think  I  can  give  you  some  important  infoimfldti(»3« 
On  that.  I  did  not  finish  my  point.  That  when  the  facts  are  km^wn 
astotiielong  time  H  takes  to  set  one  of  these  bstfiks  to  pay  dividends^ 
and  that  tbey  ean  irat  eseeeS  a  ^oi^  inmme  of  21  per  cent,  tlkere 
will  be  as  many  want  to  go  mto  it.  As  a  matter  of  f  act,  ob» 
cbut^  has  already  been  Burrendwed,  and  I  personally  know  ol  one 
or  two  otJkers  that  will  be  surreiidered.  So  I  do  not  thmk  tirare  i& 
any  danger  of  ^at  kind,  as  long  as  the  suit  is  pending  in  the  Su^ 
preme  (>urt. 

The  Chaibmak.  Well^  that  will  be  a  matter  tm  the  c«amittee  ix> 
deeide. 

Mr.  Bamsct.  May  I  make  this  as  a  pleaf 

The  case  is  before  the  Supreme  Court.  We,  all  of  us,  acting  on 
the  authority  which  we  presumed  was  conferred  upon  us  by  Con- 
gress, have  permitted  a  number  of  farmers  to  make  applications  for 
loans.  We  nave  the  applications  signed  and  sworn  to  and  appraised 
and  pa^ed  upon  in  our  vmous  banks.  The  people  want  to  ^et  the* 
money  if  they  can.  We  are  absolutely  estopped.  Now,  if  the  Su- 
preme Court  decides  favorably,  then  we  can  sell  sufficient  bondsv 
We  can  not  sell  them  now ;  the  market  is  very  poor.  But,  in  case 
the  court  decides  favorably  to  us,  we  can  sell  sufficient  bonds  to* 
provide  for  those  applications.  There  are  not  very  many  applica- 
tions before  the  board  now.  Everybody  is  practically  scared.  There- 
are  not  going  to  be  any  more  banks  established  until  some  definite 
conclusion  is  reached  by  Congress,  so  that  the  withdrawal  of  this 
bill  would  simply  have  the  effect  of  clearing  the  field  so  we  could  sell 
a  few  bonds.   We  can  not  sell  many— 5,000,000  or  1Q,OOQ,000,  jproba- 
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bly,  which  would  be  enough  to  take  care  of  a  large  sJiare  of  the  busi- 
ness that  is  pending,  which  these  gentlemen  made  loan  applications 
for  in  good  faith.  But  we  are  physically  unable  to  take  cixre  of 
them  now. 

The  Chairman.  There  will  be  nothing  to  interfere  with  your 
completing  those  loans  if  the  Supreme  Court  decides  the  case  in  your 
favor. 

Mr.  Ra^isey  And  we  can  not  sell  bonds  so  long  as  a  bill  of  this 
kind  is  on  the  calendar. 

'  The  Chairman.  But  if  we  withdrew  it,  and  thon  finally  passed  it, 
we  would  be  accused  of  acting  in  bad  faith,  because  you  would  assume 
that  the  withdrawal  of  the  bill  would  mean  a  continuation  of  the 
present  system.  And,  for  that  reason,  I  think  there  are  good  argu- 
ments in  favor  of  leaving  the  bill  where  it  is. 

Mr.  Ramsey.  T  ^gvee  with  you,  but  if  you  withdrew  this  bill,  then, 
after  you  passed  the  same  bill  it  would  be  open  to  them.  But  I  feel 
sure  you  will  take  some  action  to  relieve  us. 

The  Chairman.  Undoubtedly  there  would  be  some  provision  pro- 
viding for  a  liquidation  that  would  save  you  people  harmless. 

Senator  Groxna.  I  would  not  vote  for  the  same  bill  unless  there 
is  an  undertstandinj^:  that  these  people  that  have  irone  into  these 
banks  will  be  protected,  so  far  as  the  loans  they  have  made  are  con- 
cerned. 

Mr.  Ramsey.  If  you  can  recall  this  bill  it  is  in  the  minds  of  the 
people  connected  with  these  joint-stock  land  banks  that  that  would 
take  care  of  these  people  who  have  made  application  to  whom  you 
have  promised  the  money. 

The  CHAnHAir.  Jh^  commHj^  is  adjourned,  sub^t  to  the  csall 
of  the  Chair. 

(Thereupon,  at  11.40  a.  m.,  the  COTimittee  adjourned  sine  die.) 


(The  folloAving  communication  from  the  Farm  Mortgage  Bankers' 
Association  of  America  was  received  subsequent  to  the  close  of  the 
hearing  and  by  order  of  the  chairman  was  ordered  printed  in  full, 
as  follows:) 

Chicago,  Marck  9,  lOiO. 

Hon.  George  P.  IVIcLeax, 

Chainuan  Committee  on  Banking  and  Currency, 

Uniied  States  Senate. 

Dkab  Sut:  In  a  letter  writtwi  to  yonr  (MMnmittee  February  17,  1920,  Farm 
Lean  Commissioner  Norris  showed  undispruised  alarm  for  the  future  of  the 
Feileral  huid  banks.  The  inference  is  phiin  that  he  fears  they  will  l>e  crowded 
out  of  l>usiness  by  the  more  successfully  niana.i;ed  joint-stock  land  banks  and 
that  nw  future  issue  of  large  amounts  of  tax-exempt  land-bank  bonds  will  reduce 
the  naiionul  revenue. 

The  last  reports  of  the  Federal  Farm  Lean  Boand  ahow  abandaat  cawe  for 
thealarm  of  Mr.  Norris  and  his  associates. 

From  organization  to  January  31,  1920,  the  Federal  bind  banks  had  closed 
loans  to  the  amount  of  $318,445,231.  while  the  report  to  the  same  date  shows 
$720J6G.53r,  applied  for.  Includin{j;  the  loans  rejected  as  undesiiable  tiiat 
leaves  applicants  for  an  amount  of  over  $400,000,000  waiting  for  mon^.  No 
woDder  there  Is  cm^plaiat  of  slow  delivery  and  inefficient  service. 

The  annual  report  of  the  Fe^leral  Farm  Loan  Board  shows  that  the  business  of 
the  Spokane  Federal  Umd  Bank  fell  off  $2,820,765  for  the  year  ending  November 
30,  1919,  ns  compared  with  the  previous  year.  Four  other  banks  also  showed  a 
reduction  in  business.  The  other  losing  baate  are  Berk^egr,  Springllad«  St 
Paul,  and  New  Orleans. 
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With  this  coaaition  of  aliair.s  existiu^^,  with  only  SO  joint-stock  land  banks: 
competing  for  the  badness,  but  expecting  a  hundred  or  more  new  ones  to  be- 
organized  this  year,  the  friends  of  the  Federal  land  banks  deem  it  desirable  to- 
take  away  from  joint-sto(^k-  huid  banks  the  tax  exemption  subsidy  they  now 
enjoy.  This  would  not  eliminate  the  30  now  in  existence,  but  it  would  dis- 
courage the  orgunizatiou  of  additioual  competitors. 

From  a  political  standpoint  the  tax  exemption  of  farm-loan  bondg  has  been  a 
t^porary  cause  of  popularity,  but  the  policy  .wanes  in  public  favor  as  the 
economic  effects  are  proven  by  exi^erience. 

That  Congress  created  a  dantrerous  precedent  in  tlius  curtailing  National 
and  State  revenues  is  now  prlaringly  apparent. 

The  bill  by  Senator  Smoot,  S.  3109,  is  intended  to  partially  correct  this 
legislative  error  by  subjecting  all  future  issues  Of  Joint  stock  land  bank  bonds- 
to  taxation. 

A  fair  and  compreluMisive  discussion  of  the  need  for  the  passage  of  the 
Snioot  liill  of  necessity  involves  some  irenera!  reference  to  the  tax  exemption 
of  Federal  lajul  hank'honds.  These  banks  were  created  Jor  similar  purposes. 
They  enjoy  the  same  exemptions  and  are  operated  under  the  supervision  of 
the  same  governmental  authority. 

The  dual  system  of  subsidized  loan  airencies  began  Itusiness  under  Govern- 
ment patronaire  about  three  years  ago,  indorsed  by  both  leading  political  par- 
ties, and  enjoying  the  good  will  of  a  public  which  had  been  educated  to  ex- 
pect great  reforms  and  public  benefactions. 

American  taxpayers,  economists,  and  financiers  who  have  investigated  thfc 
subject  now  favor  the  repeal  of  the  tax-exemption  privilege  applying  to  the 
bonds  of  Federal  land  hanks  as  well  as  joint  stock  land  banks.  Botii  ought 
to  staml  or  fall  on  their  (»wn  merits  without  subsidies. 

The  repeal  of  the  tax  exemption  of  joint  stock  laud  bonds  is  efi^cially 
desirable,  among  which  the  more  important  reasons  are: 

1.  This  exemption  is  a  Federal  infringement  on  the  rights  of  States,  for- 
bidding the  States  to  rax  securities  produced  by  one  class  of  privately  owned 
corporations,  Mhile  all  others  are  subject  to  State  taxation. 

2.  It  tends  to  dt  velop  a  specially  favored  kind  of  cori>oration  that  will  wield 
gieat  i»oliiical  power  dangerous  to  the  public  welfare. 

3.  Instead  of  reducing  farm  tenancy  and  landlordism,  the  system  tends  to 
consolidate  and  enlarge  farm  holdings. 

4.  It  does  not  increase  agrictiltural  production  and  the  indirect  effects  det- 
rimental to  agricultural  prosperity  are  greater  than  the  benehts. 

5.  It  has  not  reduced  rates  of  interest  in  the  reliable  farming  localities 
where  the  hulk  of  the  loans  have  been  made,  and  the  new  banks  in  hazardous 
territory  have  not  as  yet  been  established  on  a  paying  basis. 

6-  Devised  to  benefit  the  borrower,  the  principal  advantages  of  tax  ^emp-  ' 
tion  are  conferred  upon  the  rich  investor  in  the  tax-free  bonds. 

7.  Tn^ttnid  of  releasing  funds  fur  general  investment,  tax  exemption  will 
cause  withdrawal  of  bank  deposits  and  lock  them  up  for  long  periods  in  tax- 
exempt  bonds. 

8.  lioss  of  revenue  through  tax  exemption  will  necessitate  the  creation  of 
new  forms  of  taxation,  like  sales  taxes,  land  taxes,  and  consumption  taxes. 

9.  As  the  issuing  of  1  loan  of  $25,000  will  consume  funds  sufficient  to  furnish 
10  loans  of  $2,500  each,  many  deserving  applicants  for  small  loans  will  be 
compelled  to  go  unsatisfied  if  this  special  privilege  is  continued  for  large  loans. 

10.  The  output  of  large  amounts  of  tax-exempt  bonds  will  be  a  material 
factor  in  still  further  depreciating  the  price  of  Liberty  bonds,  on  wlllch  pur- 
chasers have  already  sustained  a  loss  of  .$1,250,000,000. 

11.  The  entire  tax-exemption  system  is  based  upon  the  liypothesis  that  the 
benefit  to  the  investor  is  all  passed  on  to  the  borrower.  This  theory  was 
taught  in  sdiools  and  universities  about  the  middle  of  the  last  century.  Ex- 
perience and  the  investigations  of  economists  have  conclusively  shown  that 
under  a  graduated  income  tax  this  is  absolutely  impossible.  Under  a  flat  rate, 
or  proportional  property  tax.  only  a  part  of  the  benefit  is  actually  transmitted 
to  the  borrower.  No  reputable  college  or  university  now  teaches  that  the 
benefits  of  tax  exeamptlm  are  all  passed  on  to  the  borrower  under  a  graduated 
system  of  income  taxes. 

When  the  rural  credit  system  was  under  consideration  by  Congress  it  was 
not  opposed  by  farm  mortgage  bankers  and  they  do  not  now  oppose  the  nural 
credit  system  except  in  the  matter  of  the  tax-exemption  subsi(^. 
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Five  of  the  Federal  land  banks  in  1918  touched  the  high  point  in  the  amount 

of  loans  made,  and  started  on  the  down  grade  in  1919.  In  all  probability  the 
oilier  seven  passed  the  turning  point  in  1919  and  will  do  a  reduced  business  in 
1920.  There  will  be  no  question  about  this  retrogressive  movement  if  the 
joint-stock  land  banks  are  upheld  by  Congress  and  the  courts,  and  a  hundred 
more  are  organized. 

Because  of  superior  service  and  reasonable  rates,  farm  mortgage  Imnkers 
made  a  larger  aggregate  amount  of  loans  in  1919  than  in  any  previous  year. 
Their  current  rates  are  as  reasonable  as  the  jienpral  money  market  and  the 
hazards  of  the  loaning  fields  will  permit.  Borrowers  and  lenders  have  by  them 
been  brought  together  at  a  margin  for  expense  not  greater  than  the  cost  of 
doing  business  and  the  value  of  the  service.  Oon^ietition  and  snpj^  and  de- 
mand are  the  natural  regulators  of  interest  rates. 

It  is  therefore  plainly  apparent  that  it  is  not  because  of  business  rivalry 
that  tax  exemption  of  bonds  is  opposed.  It  is  because  of  the  danger  which 
threatens  all  taxpayers  and  all  borrowers  on  taxable  securities,  as  a  result 
of  this  tax-exemption  class  le^slation,  that  the  Farm  Mortgage  Bankers'  As- 
sociation of  America  is  leading  <^e  edneailonal  campaign  against  tax  exemp- 
tion of  bonds. 

Economists  connected  with  the  Farm  Mortgage  Bankers'  Association  have 
given  the  subject  more  careful  study  than  those  of  any  other  line  of  business, 
and  their  findings  are  contributed  for  the  public  good. 

Farm  owners,  merdbantSt  manufacturers,  stodUiold^s  In  transportatlim 
companies,  and  industrial  enterprises  of  all  kinds,  as  well  as  owners  of  city 
property,  will  be  as  active  as  farm  mortgage  bankers  in  opposing  tax  exemp- 
tion after  they  have  investigated  the  subject  thoroughly. 

In  behalf  of  110,000,000  taxpayers  and  consumers  of  the  United  States,  the 
undersigned  herewith  offer  for  your  consideration  a  general  discussion  of  tbe 
merits  of  S.  3100. 

BeiEfpectfally  submitted. 

Fabk  Mobtoact  Bankkrs'  Association  of  Aiosica. 


Genebal  Discussion  of  S.  3109* 
misundebstanding  about  smoot  bux. 

The  opponents  of  Senator  Smo^tt's  bill  (S.  8109)  appear  to  have  a  misunder- 
>itanding  of  the  purpose  of  the  bill.  While  technically  it  is  intended  to  amend 
the  Federal  farm  loan  act  to  make  the  bonds  of  joint-stock  land  banks  subject 
to  taxation,  in  effect  it  really  would  restore  the  Federal  farm  loan  act  more 
nearly  to  its  condition  when  originally  passed  three  years  ago. 

For  several  years  when  the  Federal  farm  loan  act  was  before  Congress  there 
M'as  no  Fe<leral  income  tax.  When  the  law  was  enacted  in  1916.  the  normal 
income  tax  was  only  2  per  cent,  and  the  maximum  surtax  only  13  per  cent. 
Exemption  from  taxation  at  that  time  meant  very  little. 

The  revenue  laws  have  since  been  amended  by  adding  heavier  surtaxes,  until 
at  the  present  time  the  wealthier  individuals  of  the  Unitefl  States  are  subject 
in  part  to  an  income  tax  of  73  per  cent,  and  for  the  year  1918  were  subject 
to  an  income  tax  as  high  as  77  per  cent 

The  difference  between  73  per  cent,  the  present  highest  income  tax,  and  2 
per  cent,  the  normal  rate  that  prevailed  in  1916,  or  71  per  cent,  represents  sub- 
sidies now  allowed  to  the  wealthie?^t  investors  in  joint-stock  land  bank  bonds 
and  Federal  land  bank  bonds,  in  addition  to  the  privileges  originally  granted 
in  1916.  This  enormous  subsidy  to  these  investors  was  not  contemplated  by 
the  framers  of  the  Federal  farm  loan  act.  It  has  not  been  brought  about  by 
any  amendment  to  that  law.  It  has  been  caused  by  the  ^actment  of  em^- 
gency  revenue  laws  imposing  heavy  taxes  to  pay  the  enormous  national  war 
debt  now  nearly  tiiirty  times  larger  than  wh^  the  Federal  farm  loan  act  y^w 
enacted 

The  purpose  of  Senator  Smooths  bill  (S.  3109)  is  to  restore  the  equilibrium 
which  existed  when  the  farm  loan  act  was  enacted. 

BENEFITS  CLAtWm  ABB  NOT  KBAT.TZED* 

With  high-sounding  phrases,  which  have  no  substantial  ^asis  in  fact,  the 
opponents  of  this  bill  declare,  first,  that  the  tax  exemption  of  joint  stodc  hind- 
bank  bonds  is  of  great  benefit  to  agriculture. 
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Second,  that  this  tax  exemption  increases  ajiricultural  production. 
Third,  that  it  enables  the  landless  to  obtain  land. 

FewHi,  tbat  it  reduces  ftrm  tetttacy  and  In  mun^us  ways  promotes  the 
general  weUare. 

Tlie  opponents  of  tax  e^cemptioD  deny  the  mneetmm  of  snbstaatially  all 

of  these  claims. 

It  is  now  admitted  by  all  that  this  exemption  is  a  subsidy  granted  by  the 
Ctovenuneikt  to  bondiiold^  and  to  a  small  minority  of  formers  at  the  expense 
of  the  general  taxpayer. 

The  agricultural  industry  is  the  greatest  in  the  United  States.  Its  assets  are 
approximately  $75,000,000,000,  and  the  annual  production  in  1919  was  nearly 
$25,000,000,000.  There  are  over  7,000,000  farms  in  this  country.  Less  than  2 
per  cent  of  the  farmers  have  participated  in  this  farm  loan  tax-exemption 
mMUiy.  Tbmefore,  9B  per  cmt  hetve  beu  oonqpelled  to  pay  a  lar^e  sHare  of 
Ite  ^expense  necessary  to  snbsidize  less  ttAB  2  per  eent.  and  these  beneficiaries 
In  the  loi^  run  will  Jose  throvgh  inereased  expwses  eawed     higiier  taxes. 

PBOFITS  GO  TO  RICH. 

The  report  of  the  Snale  ofonmittee  states  tlMt  the  nataral  tendencgr  of  tax- 
exempt  securities  is  to  accumulate  in  the  poBOBgBloB  of  tiie  laiige  taxi)ayera 

who  will  profiteer  through  tax  exemption. 

The  best-informed  witnesses  for  the  joint-stock  UunI  bunks  supported  this 
stateaieat  There  are  no  jreliable  authorities  that  dispute  this  self-evident 
feet  These  large  taxpaym  are  Ite  <HDes  receiving  tax-exi^ption  hraeits 
running  as  high  as  73  per  cent. 

Witnesses  for  the  joint-stock  land  banks  make  many  arguments  for  a  tax- 
exemption  subsidy  which  are  inconsistent.  It  is  asserted  that  the  subsidy  !s 
required  to  increase  the  production  of  food.  The  law  was  enacted  for  the  special 
benefit  of  fiirmers.  Farmm  sell  food  products.  The  high  prices  of  products 
sold  by  the  farmers  have  made  the  last  few  years  espedally  pro^rons.  To 
reduce  the  prices  of  farm  products  would  decrease  the  farmers'  prosperity. 

When  the  garment  makers  or  glass  manufacturers  or  the  coal  miners  find  their 
business  in  a  depressed  condition  Congress  never  attempts  to  increase  the  pros- 
perity of  tlMse  woftera  by  appropriating  money  from  the  Federal  TreasurA, 
^ther  directly  or  indirectly,  to  create  new  clothing  factories  or  glass  factories 
or  to  open  new  coal. mines  to  compete  with  the  workers  in  the  already  established 
mines.  If  such  legislation  were  suggested,  the  well-or.j?anized  labor  unteiis 
would  at  once  make  themselves  heard  at  the  doors  of  Congress. 

mt  is  desirable  to  invite  more  money  to  invest  in  the  agricultural  industry 
to  Increase  pradnctkm  and  reduce  the  prices  of  grain,  cattle,  and  hogs  in  order 
to  aid  the  consumers  of  the  cities,  then  there  may  be  some  consistency  in  the 
argument ;  but  it  ought  not  to  be  elauned  that  xedneed  pribees  of  farm  prodvcts 
would  aid  the  farmer. 

Becent  years  have  been  the  most  prosperous  ever  known  to  American  agrl- 
cnltora  ThLn  proe^e^ty  has  increased  as  the  population  of  the  cities  has  In- 
creased. One  farm  family  in  1916  had  two  other  families  as  customers  for  the 
siin^Uis  food  it  produced,  while  in  1880  each  farm  family  was  called  upon  only 
T(.  i)i'(MUu-e  food  for  itself  and  part  of  one  other  family.  Conditions  in  1920 
have  made  still  greater  demands  for  the  surplus  produced  by  each  farm  family. 

High  prices  are  the  moet  powerful  stimulants  to  production,  and  the  pros- 
perity of  the  farmer  depends  upon  the  Oftargin  of  profit  betwe^  the  cost  of  pro- 
dnetlea  asdi  tbeeeVU^  pieiee  of  bti  grain  and  tt^e  stock. 

I-OSS  TO  98  PEBCENT  OF  FAHMEBS- 

The  Federal  c^us  shows  only  about  one-thh^  of  the  farms  of  the  country 
to  be  mortgaged.  The  unmortgaged  farms  can  not  be  he^iied  by  any  subsidy  to 

the  owners  of  mortgaged  farms,  but  their  owners  are  o])liged  to  pay  increased 
raxes  to  help  pay  that  subsidy.  This  tax  subsidy  for  a  very  slij^ht  temporary 
benefit  to  less  tlian  2  per  cent  of  the  farmers  causes  a  direct  loss  to  the  other 
98  per  cent  So  far  as  the  96  per  cent  of  the  farmers  are  concerned,  they  would 
be  benefited  more  by  a  subsidy  to  village  merchants  and  country  stor^e^^s 
if  such  a  subsidy  would  cheapen  their  merchandise,  because  these  merchants 
sell  to  all  of  the  farmers  and  not  simply  to  those  who  hdiye  borrovred  moQ^ 
under  the  Federal  farm-loan  act 
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Dori^  the  war  extravagant  prtoas  wwe  charged  fdr  manafacturing  muni- 
tions furnished  to  the  Government  on  a  cost-plus  basis.    The  factory  which 

received  $10  profit  on  an  article  costing  $100  was  able  to  swell  its  profit  to 
$25  by  increasing  the  expense  of  manufacturing-  the  same  article  to  $250.  This 
wasteful  business  management,  thus  adding  to  the  profits  of  the  manufacturer 
at  the  cost  of  an  enormous  loss  to  the  National  Treasury,  now  universallv  con- 
demned, was  no  worse  than  the  heavy  exemptions  allowed  large  bondlM^dcaiB  for 
the  purpose  of  grantinsr  trivial  benefits  to  a  small  percentage  of  farmers. 

It  is  clainjed  by  the  joint-stock  land  hanks  that  they  are  able  to  furnish 
farm  loans  at  a  rate  averaging  1  per  cent  cheaper  than  the  rate  charged  by 
private  loan  companies  wlio  are  not  subsidized  by  the  Government.  Investiga- 
tion Allows  Oils  statement  to  be  untrue,  because  tn  the  States  of  niin^  and 
Iowa,  wher*^  the  larjrer  part  of  the  joint-stock  land  bank  loans  have  bem  made, 
their  rate  is  lugher  than  the  regular  rate  paid  to  private  investors  by  reliable 
borrowers. 

Taking  into  consideration  the  lower  rates  granteil  by  the  joint-stock  lau<l 
banks  in  msne  of  the  high-rate  territory  whm  only  a  few  loans  have  been 
made,  the  average  reduction  nii.::ht  posfidbly  run  ime-half  of  1  per  cent  Tn  order 
t(»  benefit  the  farmer  one-half  of  1  per  cent  on  his  investment,  the  Government 
is  obli^'ed  to  now  grant  complete  tax  exemption  of  bonds  to  millionaires  who 
might  otherwise  be  subject  to  an  income  tax  of  over  70  per  cent.  This  gives 
to  the  Investor  in  the  bonds  a  benefit  six  or  eight  times  greater  than  the  benefit 
daimed  for  the  farmer.  The  benefit  to  the  milli<malre  is  a  loss  to  the  Nati<mal 
Treasury,  and  the  loss  to  the  National  Treasury  ta  a  tax  bovden  Alfted  open 
all  other  taxpayers  of  the  country. 

TAX-EXKMPTION  BENEFITS  NOT  PASSED  TO  BORROWER. 

The  arguments  in  favor  of  tax  exemption  are  based  upon  a  financial  fallacy. 
It  is  claimed  that  the  benefits  to  the  investor  are  passed  on  to  the  borrower. 
The  best  economists  of  the  country  have  prononncetl  that  claim  fallacious, 
even  when  it  applies  to  a  proportional  property  tax,  as  it  is  never  possible  to 
pass  all  of  the  benefits  on  to  the  borrower.  This  doctrine  is  plainly  erroneous 
wbm  applied  to  a  graduated  inomie  tax,  because  a  tax-exempt  bond,  when 
owned  by  a  small  investor,  is  not  subject  to  any  income  tax;  therefore  there 
is  no  benefit  to  pass  on  to  the  borrower.  After  the  small  investor  sells  his 
bond  to  a  person  with  an  income  subject  to  a  high  rate  of  tax,  there  can  then 
be  no  possible  way  to  pass  any  benefit  baclc  to  the  borrower. 

The  weakness  of  this  argumoit  for  tax  ex^ptiim  is  very  clearly  explained 
in  a  paper  published  by  Washington  University,  of  St  Louis,  pr^Mired  by  Prot 
George  E.  Putnam,  of  the  school  of  eeaoomlGa  of  tiiat  InsHtution.  Prof.  Put- 
nam says : 

"By  far  the  most  conspicuous  evil  of  tax  exemption  is  that  it  completely 
upsets  the  purpose  of  graduated  taxes.  In  the  first  place,  it  enables  those 
with  property  incomes  to  escape  the  burden  of  progressive  rates,  thereby  cans- 
tnjr  the  burden  to  be  shifted  to  others  less  able  to  pay.  Suppose,  for  example, 
that  a  married  person  without  dependent  children  receives  a  yearly  net  income 
of  $50,000  (after  paying  State  taixes)  from  real  estate  valued  at  $1,000,000.  TTn- 
d«r  the  revenue  act  of  1918  his  Federal  income  tax  would  be  $11,030.  If  he 
coorverted  his  real  estate  into  5  p^  cmt  Federal  form  loan  bonds  at  par,  his 
property  and  income  taxes  thereafter  would  be  nothing,  his  net  income  would 
In  no  way  he  diminished,  while  the  man  who  received  the  same  income  from 
personal  services  would  continue  to  pay  a  tax  of  $11,030.  The  ability  of  the 
former  would  still  be  greater,  but  only  the  latter  would  be  taxable. 

**^he  hdjustlee  of  tax  ex«atq[)llon,  howevw,  does  not  stop  here.  It  not  only 
gives  rise  to  unwarranted  discrimination  In  favor  of  prop^ty  ovniers,  as 
opposetl  to  wage  earners,  but  it  also  confers  a  much  greater  favor  upon  the 
wealthy  classes  than  upon  the  investor  in  moderate  circumstances.  Under  the 
Federal  income-tax  law,  for  instance,  a  married  person  without  dependent 
children  is  subject  to  a  flat  tax  rate  of  2  per  cent  if  his  net  annual  Income  is 
$3j(NN).  22i)6  per  cent  if  his  net  income  is  $BO,OiM),  and  70^  per  cmt  if  his 
Income  amounts  to  $1,000,000.  The  yearly  saving  in  taxes  that  each  of  these 
classes  might  make  through  the  purchase  of  a  $1,000  farm  loan  bond  yielding 
5  per  cent  amounts  to  $1.  $11.30,  and  $33.15,  respectively.  If  the  same  bond 
were  subject  to  taxation,  the  net  yield  to  these  investors  after  paying  income 
Usmmmmi^l^  f4J» ptix  c^t<  3.90  per  crat,  and  1.48  per  cent,  req^ectively.  Or, 
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to  put  It  another  way,  a  5  per  cent  uoutaxable  boud  is  the  exaet  imQieiiiattcnl 
eqtilTaleDt  of  a  taxable  bond  yielding  5.10  per  cent  if  the  bondholder  has  an 

income  of  $3,000,  6.41  per  cent  If  his  income  is  $50,000,  and  16.83  per  cent  If 
his  income  is  $1,000,000.  These  and  other  significant  facts  relative  to  the 
unequal  benefits  conferred  by  tax  exemption  are  shown  in  the  following  table: 


Xet  in- 
come of 
married 
person 
without 
dependent 
children. 

Total  ux. 

Tax  rate 
on  whole 
income. 

Net  yield  of 
nontaxable 

5  per  oi'iit 
bonds. 

Xet  yield 
of  taxable 
.)  per  cent 
bondfi. 

■Rate  of 
Interest 
required 

on  ta\al>le 
securities 
to  yield 
5  per  cent. 

Annual 
value  of  tax 

exemption 
on  81,000 

5  per  cent 

bond  (an- 
nual loss 

to  Federal 
< ;  ovem- 
ment). 

Present 

value  of  tax 
exemption 
on  SI, 000 
5  per  cent 
bond  ma- 
turing in 
20  years 
(present 
A-alue  of 
total  los^ 
to  Federal 
Oovem- 
ment). 

Per  cent. 

Perc^iU, 

$3,000  

100 

2.00 

5 

4.90 

5.10 

SI.  00 

$12.  46 

sio,ooo, . 

830 

ft.  30 

5 

4.5S 

5. 45 

4.15 

51.72 

120,000 

2,630 

13.50 

5 

-t.  32 

0.  78 

6.  57 

81. 87 

«50,000 

11,030 

22.06 

5 

3.90 

6.41 

11.30 

140.82 

$100.000.... 

35,030 

35.03 

5 

3.25 

7.69 

17.  a 

218. 21 

.?200.(HW)... 

101,030 

,30.50 

5 

2.47 

10.10 

21 !» 

314.66 

323,030 

64.60 

L77 

14. 12 

32.30 

402. 52 

SMKM^OOO  . 

703,030 

7a  30 

5 

1.48 

1*3.83 

35.15 

438.03 

^^»vioii.sIy,  the  small  iiiv..'sror  h;is  little  to  jraip  from  the  purchase  of  tax- 
ewiapt  securities.  If  his  income  is  exactly  $3,000.  it  is  immaterial  whether  he 
bnys  a  5  per  ^}}^f^^yona  at  par  or  a  5  per  cent  nontaxable  bond,  maturing 
m  20  years,  at  101.24.  The  annual  valne  of  the  tax  exemption  privilege  on  his 
farm  loan  bona  is  only  SI,  and  the  capitalized  value  $12.4a  Bnt  with  every 
material  addition  to  his  income  the  incentive  to  buy  tax-exempt  bonds  becomes 
*  ease  of  those  havin,^  annual  incomes  of  $1,000,000  the  annual 
IST^  exemption  on  a  $1,000  farm  loan  bond  bearing  5  per  cent  is 

?3o,15,  and  the  capitalized  value  of  these  exemptions  $438  03 

n^J\h^^.T^Y^J^  ^^^;^^^^Pt  secumies  should  be  materially  diminished  so 
that  the  aAailal^Ie  number  was  insufficient  to  satisfy  the  needs  of  the  ven^ 

to  iS^'^w'-''       ^'^'^      ^  P"''  '"""^  ^^'o^l^l  tend  to  1^ 

IS«  *      *  that  IS,  to  a  premium  representing  the  highest  capitalized  value  of 

S^.Sft^^^'Te.P'^^^^^x:  to  the  large  volume  It  munkipal  and 

FMeral  bonds  outstanding,  bonds  exempt  in  whole  or  in  part  from  proSessive 
income  taxes,  it  is  unnecessary  for  the  recipients  of  large  incom^  to  mv  a 

price  for  tax-exempt  bonds  that  anywhere  near  covers  the  cap"^hz1^  v^^^^^ 

the  tax-exemption  privilege.    Thus  far,  5  per  cent  Fe<leral  f  irm  ^ 

have  not  sold  above  108  although  they  have  sold  steLf  ly  Sbo^i  par  ^""^ 

m  J.  h'n?%*^''  T'^''  ^  ™^  argument  in  favor  of  exempting  Govern- 
ment bonds  from  the  income  tax  breaks  down.  Under  a  system  of  i^^^ 

taxation  it  is  probably  true  that  tax-exempt  bonds  of  th^F^iS  fW^ 

irould  sell  at  a  premium  corresponding  roughl^to  the  5^^^^ 

system  of  progres^ve  taxes  the  price  of  the  bonds  is  not  enhanced  bv     e  caiv 
itahzed  value  of  the  exemptions,  and  therefore  the  amouit  that  the  Govern 
ment  can  gain  from  a  lower  rate  of  intiH^  urtii        kT^       "i^       ,  <jO\ern- 
revenue  from  the  uicome  tax."  wlU  not  be  so  great  as  the  loss  in 

OWNERS  OF  riBERTY   U0.\D8  SUSTAIN  LOSSES. 

The  bonds  of  joint  stock  land  banks  are  obliMHona  nP  ,.,.Krnf  i 

porations  to  private  investors  who  furnth  thi  pnvately  owned  cor- 

joint  stock  land  banks  to  llan  to  farStc  S^a^  ^'^^^^^^ 

purposes.  They  bear  an  interest  rate  of  5  pi  St  .n?  for  private 

lire  termed  "instrumentalities  of  tte  UnitS  4«ti.  p  ^''^i'^?  Congress 

to  direct  competition  with  M^rty  bond^^^^^  ^^^-^^ 
lOM-er  rates  of  interest  or  are  n^^cto^ed  nfth^^^ 
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At.tlie  present  time  it  is  estimated  that  the  original  investors  in  Ubertv  bonds 
have  suffered  a  loss  of  $1,250,000,000  through  a  shrinkage,  a  part  of  which  is 
K  ^  ^competition  with  these  farm  loan  bonds  yielding  a  higher  income 
™  ^^^^  tax-emption  privileges.    During  the  months  of  January 

and  ^ruary  some  issues  of  Liberty  bonds  wei*  sold  at  less  than  90.  The 
Avail  Street  Journal  of  ]\Iarch  2  said : 

"  The  outstanding  feature  in  the  bond  market  last  week  was  extreme  weakness 
ot  Government  war  loans,  particularly  Liberty  loan  3^s,  which  declined  sliarply 
to  new  low  record,  94.  While  the  balance  of  Liberty  loan  bonds  was  soft,  tliev 
did  not  reach  former  low  levels,  with  the  exception  of  second  4s,  second  loan, 
which  touched  89.40,  a  new  low.  . 

"  Weakness  in  Liberty  loan  3^  per  cent  tax-exempt  bonds  had  a  sympathetic 
^^^t,on  municipals.  The  market  was  dull  and  prices  about  at  their  lowest 

It  is  true  that  only  a  small  amount  of  farm-loan  bonds  are  in  the  market  com- 
pared  with  the  vast  amount  of  Lib^i^  bonds,  but  there  are  in  the  United  States 

approximately  $4,500,000,000  of  farm  mortgages.  The  pubUc  expects  that  If 
these  tax-exemption  subsidies  are  continued  a  very  large  portion  of  these  farm 
mortgages  will  ultimately  be  financed  by  tax-exempt  farm-loan  bonds.  If  the 
tax-exempt  farm-loan  bonds  are  permitted  to  continue,  then  tax-free  city  prop- 
erty real  estate  bonds  wfll  soon  be  in  the  market,  after  Federal  home  loan  bante 
are  created. 

The  dangerous  precedent  of  granting  a  small  subsidv  to  individual  farmers, 
involving  a  big  subsidy  to  bondholders,  will  ultimately  result  in  granting  similar 
erompting  subsidies  to  every  industry  which  can  make  itself  felt  in  Congress. 

The  final  result  of  this  poll(>y  will  be  that  the  majority  of  wealthy  investors 
^vlll  be  exempt  from  taxatioii.  "J^m  the  owners  of  real  estate,  those  who  re- 
ceive earned  incomes,  and  consumers  will  be  con^idled  to  carry  Oie  tax  bordens 
of  the  Nation. 

Mou.  L.  T.  McFadden  in  the  House  of  Representatives  very  forcelulh  showed 
tliat  the  eonsumer  and  taxpayer  carry  the  burden  of  tax  exemption  when  he  said : 

"Hon.  Louis  F.  Post,  Assistant  Secretary  of  Labor,  recently  stated  with  re- 
gard to  the  payment  of  wages:  '  Business  men  and  employers  are  overlooking 
the  fact  that  the  real  employer  of  labor  is  the  consumer — tlie  laboring  man  him- 
self. Every  man  who  is  put  to  work,  whether  it  be  building  a  house,  constructing 
a  road,  or  digging  a  ditch,  is  employing  other  men— men  wlio  sell  him  food  and 
clothes— and  these  in  turn  employ  others  who  manufacture  the  food  and  clothe&' 
I  desire  to  add  that  the  real  taxpayer  is  the  consumer.  Everythi^  he  eats^ 
wears,  or  uses  is  made  higher  priced  by  the  increased  taxes  paid  by  merchants 
and  manufacturers  when  they  are  comi.elled  to  carry  the  tax  burdens  evaded  by 
owners  of  tax-free  bonds.  The  man  and  woman  who  consume  all  of  their  in- 
comes every  year  pay  a  heavier  proportionate  indirect  consumption  tax  than 
those  who  have  larger  incomes  and  are  thus  enabled  to  save  part" 

The  creation  of  additional  tax-exempt  bonds  affords  an  opportunity  for  VCTy 
Mealthy  investors  to  coiniiel  the  payment  of  higher  rates  of  interest  on  taxable 
securities  by  refusing  to  renew  at  maturity  and  investing  their  funds  in  the  tax- 
exmpt  bond&  Taxable  bonds  and  stocks  are  also  sold  at  a  discount  in  order 
that  the  proceeds  may  be  invested  in  tax-exempt  bonds.  Ckimpkition  with  tax- 
exempt  securities  is  one  of  the  principal  causes  compelling  tiie  railroads  to  now 
pay  $120,000,000  more  interest  annually  than  before  the  war.  Rates  charged  to 
industrial,  commercial,  and  transportation  companies  show  a  similar  increase. 
These  high  rates  of  interest  react  to  increase  th^  prices  of  everytliing  purchased 
by^ttU  farmerRand  otbmB. 

*■ 

SAUCS  TAXB8  AHD  Z^AND  TASXB  tTSOED, 

Tax-burdened  people  are  ever  ready  to  listen  to  new  plans  for  relief.  Maga- 
zine writ^  and  lecture  are  aggressively  urging  heavier  land  taxes  as  one 
solution  of  the  diflteolty. 

Another  class  of  economists  urges  a  sales  tax  as  a  method  of  increasing  public 
revenue.  These  urge  that  a  tax  of  1  per  cent  should  be  charged  on  every  sale, 
wholesale  and  retail.  The  sale  of  a  $40  suit  of  clothes  would  involve  the 
payment  of  40  cents  tax.  The  sale  of  a  pair  of  $5  shoes  would  involve  the  * 
payttont  of  a  5  cents  tax.  The  fanna:  who  sold  a  $50  hog  would  be  compelled 
to  pay  a  tax  of  50  cwits.  On  a  $100  cow  the  tax  would  be  fL  On  a  SO-bmshel 
load  of  wheat,  selling  at  $i&ae  per  bu^I,  the  tax  would  be  fUSL  On  «  $a0O 
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horse  the  sales  tax  would  be  $2.  This  plan  has  many  supporters.  The  ma- 
jority of  voters  of  our  country  live  in  the  cities.  When  it  becomes  apparent 
that  a  sales  tux  or  a  land  tax  will  be  necessary  to  relieve  them  of  tax  burdens 
the  majority  will  be  found  favoring  such  remedies,  and  the  fianaers  simI  other 
real  es^te  ownets  "wm  In  the  end  beeome  the  burden  bearers. 

WIEX  SEDUCB  BANK  MffOSlTa. 

In  a  recent  speech  one  of  our  great  financiers,  Mr.  Otto  Kahn,  quoted  ftltf  ohl 
and  tested  truth  when  he  said,  *•  Wrong  ecc»n«nlcB,  however  well  Inlenttoned, 
have  been  more  fmitfol  of  harm  to  the  people  than  almost  any  otiier  aingle  act 

of  government." 

The  cooperative  methods  of  the  Feileral  land  banks  are  beneficial  to  the 
farmers,  but  tliev  do  not  depend  on  tax  exemption. 

The  credit  of  joint-stock  land  banks  is  aided  tiironi^  the  prestige  given  by 
Govemm^t  snpervMon. 

Because  of  the  importance  of  these  features  both  of  these  banks  may  become 
very  beneficial  institutions,  but  experience  will  shoAv  that  the  tax  exemption 
conferring  its  i)rinclpal  benefits  upon  bondholders  is  economically  wrong,  how- 
ever well  inteutioned,  and  not  a  contribution  to  public  welfare. 

At  the  presmt  time  eomm^n^  binks  aK  oarrying  va«t  ainoimts  of  time 
d^NMSits  bearing  low  rates  of  interest  These  deposits  are  generally  subject 
to  property  tax  and  to  Federal  income  tax.  The  depositor  who  pays  Federal 
income  tax  and  local  property  tax  on  a  bank  deposit  bearing  4  per  cent  will  not 
be  slow  to  draw  his  deposit  from  the  bank  and  invest  it  in  5  per  cent  bonds 
entirely  free  from  local  taxes  and  fmn  Federal  Income  taxes.  Thte  will  re- 
duce the  amount  of  deposits  in  the  banks  available  to  loan  fbr  local  nses  and 
will  naturally  increase  local  shoit-time  interest  rates  to  commercial  borrowers. 

There  are  several  billion  dollars  of  municipal  and  State  bonds  not  subject  to 
Federal  incc>me  tax,  but  in  nearly  every  State  of  the  Union  these  are  subject 
to  property  taxes.  The  States  of  Ohio,  Indiana,  and  Illinois  are  typical  of 
nearly  all  <^iers  in  wliii^  mnnidpal  bonds  of  o^er  States  are  mbject  to  tlie 
same  taxes  as  other  moneys  and  credits. 

The  fact  that  municipal  bonds  are  usually  subject  to  State  and  othw  property 
taxes  is  not  disputed  by  anyone  who  has  investigated  the  subject 

AN  INFKINCKMKNT  ON  BTOHTS  OF  STAIKS. 

Several  of  th'*  witnesses  for  the  joint  stock  land  hanks  claim  that  municipal 
honds  are  wliolly  tax  free.  In  this  they  are  mistaken.  This  discrimination 
in  favor  of  joint  st<Kk  land  banks  is  a  direct  infrinjiement  upon  the  rights  of 
States.  Bonds,  mortgages,  and  other  secnrlties  of  banks  and  individuals  and 
municipal  bonds  are  subject  to  State  and  local  tasmtion,  bnt  the  FeAml  law 
prohibits  the  taxation  of  joint  stock  land  bank  bonds. 

South  Dakota  and  (Oregon  have  State  rural  credit  systems.  South  Dakota 
has  loaned  over  $20,000,000  to  citizens  of  that  State  on  cultivated  farm  lands. 
Neoe  of  these  loans  exceeds  $10,000  in  amount.  There  have  been  no  violatioiis ' 
of  the  law  by  permittlnir  farm»  to  be  divided  among  several  members  of  a 
family  in  order  to  secure  loans  larger  than  the  legal  amonnt  of  inLOgMO.  Tbe^ 
Sriue  of  South  Dakota  issues  ."S  per  cent  bonds  and  sells  them  to  secore  Amds 
lor  its  loans.  A  South  Dakota  farui-loau  bond  is  subject  to  an  annual  tax 
of  half  of  1  i>er  cent,  if  owned  by  a  citizen  of  Iowa.  A  joint  stock  land  bank 
bond  baserl  on  farm  loans  made  in  the  State  of  Soutli  Dakota  is  entirely  free 
from  taxation  in  the  State  of  Iowa.  Here  is  a  dlreet  dlscHmlnation  against  the 
State  of  South  Dakota  to  the  extent  of  half  of  1  i>er  cent,  or  one-tenth  of  the 
income  of  the  South  Dakota  rural  credit  hon<l.  This  is  a  flat  rate  of  taxation 
not  depending  on  the  income  of  the  bondholder.  Tlie  same  discrimination  in 
favor  of  the  joint  stock  land  bank  bonds  applies  to  other  States  except  that 
In  many  the  property  tax  Is  mndh  hl^ier  and  the  discrimination  greater. 

^^'"^  enacted  it  was  assumed  that  it  would  increase  food  pro- 
dmtion.  Stattetieal  investf^atlmi  falls  to  prove  any  material  increase  in  food 
promiction  as  the  result  of  this  tax  exempfkm«  "  No  incmase  in  food  produc- 
tion fan  ])e  honestly  attribute*!  to  the  Federal  farm-loan  aefc  IHMrt  factMMk 
wliei  e  noted,  are  due  to  higher  prices."  The  foregoing  is  a  amBmary  &t  aaswera 
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receivetl  to  over  G0(»  questionnaires  sent  out  in  January,  1920,  to  reliable  parties 
in  the -28  principal  food-producing  States. 

The  GMrd  Ananal  Report  of  ttie  Federal  Farm  Loan  Board  shows  uses  made 
of  money  borrowed  from  Federal  land  banks  duHng  the  year  ending  November 
80,  as  fallows:  .  Percent. 

Refuuding  mortgages  anil  otlier  debts   ^ 

Pmrchase  of  land  

Botldteg  and  In^Hrovements^  ^  —  ^ 

Purchase  of  live  stock  — ^  .   '^J 

Purchase  of  implements  and  equipment   - 

Purchase  of  land-bank  stock   ^ 

The  G8  per  cent  used  for  refunding  old  mortgages  and  debts  could  lutt  increase 
production,  because  coi-n  grows  just  as  tall  and  wheat  yields  just  as  mucli  under 
an  insurance  company  mortgage  as  under  a  land-bank  mortgage. 

The  13  per  cent  nsed  for  the  purchase  of  land  In  majority  of  casps  was 
for  increasing  the  slr^  of  farms,  and  tliere  is  no  pretense  that  the  land  yielded 
more  under  the  new  ownership  than  under  the  old. 

The  3  per  cent  invested  in  live  stock  and  the  2  per  cent  invested  in  farm 
implements  is  not  a  sufficiently  large  amount  to  have  any  material  efCect  tn 
increasing  food  production,  even  if  It  has  any  effect  at  alL 

There  Is  no  pnblii^ed  statement  of  the  nse  of  the  proceeds  of  the  joint-stock 
land-bank  loans,  but  as  the  loans  average  much  larger  than  the  Federal  land- 
bank  loans,  as  they  have  not  been  confined  to  cultivated  lands,  and  as  the 
loans  have  not  in  all  cases  been  used  for  agricultural  purposes,  it  is  safe  to 
assume  that  the  effect  upon  food  production  of  joint-stock  land-bank  loans  was 
even  smalls  than  that  of  the  Fed^  land-bank  loans. 

no  NOT  BsnuGB  VAinc  tknaivcy. 

It  is  claimed  for  the  joint-stock  laud  banks  that  they  reduce  farm  tenantry. 
When  the  Federal  farm  loan  act  was  enacted  it  was  oontraded  that  one  of 
Its  prindpal  objects  was  to  create  more  farm  homes.  A  t^nplcal  mAw^ 

notice  of  a  farm-loan  organizer  runs  something  like  this: 

"  Mr   ,  of  the   Federal  land  bank,  will  speak  at  the  town  hall 

of  the  village  of  SmithviUe  next  Thursday  evening  and  explain  the  benefits  of 
the  Federal  farm  loan  act.  This  act  Is  the  greatest  piece  of  constructive  legisla- 
tion that  has  ever  been  macted  by  the  American  Congress.  Its  objects  is  to  re- 
duce farm  tenantry  and  to  furnish  farm  homes  for  landless  men.  When  there  is 
a  happy  and  contented  family  on  every  80  acres  of  land  within  5  miles  of  the 
village 'of  SmithviUe  this  locality  will  be  in  a  much  more  prosperous  condition 
than  at  present.  There  will  be  more  business  for  the  dmtlst,  for  the  doctor, 
for  the  butcher,  for  the  merchant,  and  for  the  banker.  Everybody  ought  to 
mpport  the  Federal  land  bank.   It  benefits  town  people  as  well  as  farmers." 

It  Is  a  partial  admission  of  failure  in  the  original  purpose  of  the  act,  now 
that  some  of  the  Federal  land  bauks  and  the  joint-stock  land  banks  contend  that 
it  i<  necessarv  to  have  farms  of  the  size  of  240  acres  or  larger  In  order  to 
make  them  profitable  farm  units.  There  Is  more  profit  in  big  loans  than  little 
ones.  For  this  reason  they  urge  that  loans  be  perndtted  of  Uie  sise  of  f26,tiW> 
and  larger* 

The  loan  limit  now  fixed  bv  the  Federal  Farm  Loan  Board  is  $100  per  acre. 
In  order  to  borrow  $25,000  a  farmer  would  need  to  be  the  owner  of  250  acres 
of  land  worth  at  least  $200  an  acre.  It  is  claimed  that  the  same  an^unt  of 
capital  is  necessary  in  a  new  country  and  In  a  range  country  In  order  to  make 
the  most  profitable  ferm  or  range  unit  ^  ^  ^ 

If  the  land  were  worth  $100  per  acre  the  loan  limit  would  be  $50  per  acre. 
Then  the  farmer  would  need  to  have  500  acres  of  land  to  be  quaUfied  for  a 
$^5  000  loan  If  the  land  were  worth  $20  per  acre,  tlie  loan  rate  wmld  be 
UO  per  acre  and  the  farmer  would  need  to  have  a  range  of  2,500  acres  In 
^rder  to  qnaUfy  for  a  $25,000  loan.  If  the  range  land  were  worth  $10  per 
acre,  the  loan  limit  wottld  be  $5,  and  the  ranch»  would  thai  need  to  have  5.000 
acres  in  order  to  qualify  for  a  $25,000  loan.  -kaaiv^ 

Joint  stock  land  banks  are  permitted  to  make  loans  to  tM  amomit  of  $50,000, 
which  would  involve  farms  twice  the  she©  of  IStum  enumerated. 

According  to  the  United  States  census  of  IftIO  the  av»age  slae  of  farms  in 
this  country  was  138.5  acres.  In  the  year  1900  the  average  size  was  146  2 
aemB.  The  gweral  tw^micsr  la  thus  shown  to  be  toward  the  reduction  of  the 
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size  of  farms.  Experts  estimate  that  the  census  of  1920  will  show  the  average 
size  to  be  about  130  acres.  The  joint-stock  land  banks  desire  to  be  subsidized 
by  tax  exemption  so  as  to  inmase  the  size  of  the  farm,  and  reverse  the  natural 

*^^he  making  of  tliese  large  lorns,  involving  tlie  purchase  of  addltiMiAl' ^laads, 
increases  the  size  of  the  farms  that  now  exist  and  necessarily  reduces  the  num- 
ber of  ftirm  homes  occupied  by  owners.  Tills  increases  farm  tenantry,  or  it 
gives  the  wealthy  landowner  a  larger  farm  to  operate  by  the  use  of  lured  help, 
while  the  farm  neijrhbor  whom  he  buys  out  is  (>l)li,£red  to  move  to  the  city,  seek 
a  now  location,  or  become  a  hired  hand.  Obviously  the  i-esult  or  these  lai^ 
loans  is  an  increase  in  the  size  of  farms,  and  hence  a  reduction  in  the^ntt«belr 
of  farm  homes.  The  wealthy  farmer  able  to  make  a  Wg  loan  buys  out  his 
neighbor,  increases  the  size  of  his  fann,  and  reduces  the  rural  population  of 
his  community. 

Witnesses  for  the  joint-stock  land  banks  cUtim  that  they  are  entitled  to  the 
fiubsidv  of  tax  exemption,  because  they  furnish  the  money  to  borrowers  at  a 
lower  rate  than  private  investors,  and  that  no  other  commis^on  is  charged. 
At  the  presrait  time  80  joint-fito<±  land  banks  are  authorized  to  do  business. 
Nearly  half  of  these  are  located  in  or  near  Iowa  and  authorized  to  luak^^ioans 
In  that  State.  .j.r 

oOINT  STOCK  lAND  BANKS  RECETVE  AS  HIGH  AS  33  PER  CENT  COMMISSION." 

Joint-stock  land  banks  make  loans  for  33  years  and  charge  the  borrower  6 
per  cent  interest,  and  also  charge  the  borrower  a  fair,  reasonable,  additional 
expense  for  abstracts,  etc  It  is  no  more  expensive  for  them  to  make  one  Uian 
fbr  33  years  than  it  would  be  to  put  the  same  loan  on  their  books  for  ^e 
years.  "They  sell  tax-free  bonds  at  5  per  cent  against  the  33-year  loan,  thus 
giviiiir  them  1  per  cent  piotit  on  each  dollar  of  the  loan  f<»r  every  year  that  it 
is  unpaid.  This  gives  33  per  cent  on  that  part  of  the  loan  that  runs  33  years 
and  a  smaller  commission  on  that  sooner  paid. 

'  When  the  borrowers  pay  6  cents  interest  the  banks  ke<^p  1  cent  and  pay  5 
cents  for  interest  on  the  tax-exempt  bonds.  At  all  times  durin^cr  the  life  of  the 
loan  one-sixth  of  the  interest  paid  by  the  boiTOwer  goes  to  the  joint-stock  land 
banks  as  commission.  On  a  $10,000  loan  they  start  off  with  $100  commission 
the  first  year,  $99  the  second,  $97.94  the  third,  $96.81  the  fourth,  and  $95.62 
the  fifth,  making  a  net  profit  of  $489^  for  the  first  five  years  of  the  loanl 
When  the  loan  is  finally  paid,  at  the  end  of  33  years,  the  borrower  on  a  $10,000 
loan  will  have  paid  3,042.30  interest,  of  which  $2,173.20  will  be  profit  or  ccwn- 
mission  for  the  joint  stock  land  bank. 

In  the  brief  submitted  to  the  supreme  court  by  the  lawyers  for  the  joint-stock 
land  banks  official  statistics  are  quoted  to  prove  that  the  average  interest  Mte 
on  farm  mortgages  in  Iowa  is  5.6  per  cent,  and  that  the  average  Commission 
paid  to  loan  agents  is  t^ree-tenths  of  1  per  cent,  making  (he  gross  cost  to  the 
boi-rower  5.9  per  cent.  This  cost  is  on  loans  for  tive  years,  on  which  the  mort- 
gages are  subject  to  local,  municipal,  and  State  taxes,  as  well  as  Federal  in- 
come, surtaxes,  and  normal  taxes.  This  commission  of  three-tenths  of  1  per 
cent  gives  the  loan  agent  $150,  as  compared  with  the  Joint-stock  land  bank 
commission  or  profit  of  $489.37,  a  difference  of  $339.37*in  favor  of  the  joint- 
stock  land  bank  for  the  first  five-year  period,  in  addition  to  the  privilege  of 
tax  exemption  granted  to  th?  investor  vrho  purchases  the  bonds.  Besides  re- 
ceiving more  than  three  times  the  commission  collected  for  the  first  five  years 
by  the  regular  loan  agent,  the  Joint-stock  land  bank  also  continues  to  receive 
1  per  cent  per  annum  for  the  remaining  28  years  of  the  38-year  period  on  every 
dollar  of  the  unpaid  principal* 

VEBATB  OK  BXKMPTION  TO  BONDHOLDERS. 

In  addition  to  the  very  heavy  commission  received  bv  the  joint  stock  land 
banks.  Congress  should  consider  that  the  wealtliv  owner  (»f  the  $10  000  5  per 
^t  bond  has  each  year  been  receiving  an  enormous  rebate  on  his  taxes  If 
the  man  s  income  was  in  excess  of  a  million  dollars  a  year  and  this  bond  yield- 
ing hini  $;m  per  year  income  was  part  of  Oiat  excess,  tlie  tax  ezeaiption  WOSld 
be  ^y<•rth  <3  j^er  cent  of  $500  every  year,  or  $365  per  year,  a  total  loss  to  the 
ISatioiml  Ireasury  of  $1,725  in  five  years  and  a  loss  of  $7^  in  20  years^  flie 
Uf o  Of  tbe  bond* 
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If  this  same  Iowa  farmer  had  borrowed  his  mon^  from  a  local  investor 
nt  tlie  current  rate  of  r».o  per  cent,  the  National  Treasury  would  save  $365 
per  year,  the  comnumity  where  the  owner  of  the  mortgage  lived  would  be 
enriched  by  the  local  property  taxes  charged  against  it,  and  the  farmer  himself 
would  have  paid  one-tenth  of  1  per  cent  less  interest  every  year  than  that 
charged  by  the  Joint  stock  land  bank. 

.  In  actual  practice,  5  and  10  year  loans  made  with  reliable  insurance  com- 
panies or  other  large  investors  are  renewed  from  term  to  term  without  any 
jiiaterial  expense  foi*  |>rej)aration  of  abstracts,  renewal  fees,  etc.  The  expense 
of  renewals  is  much  less  than  alleged  by  joint  stock  land  bank  advocates. 

ADDITIONAL  ILLEGAL  COMinSSIONS. 

A  witness  for  a  joint  stock  land  bank  says  that  no  additional  commission  is 
charged.  It  is  true  that  the  law  specially  prohibits  ofiicers  and  employees 
of  joint  stock  land  banks  fnmi  accepting  additional  commis^oos  from  borrow* 
ers.  but  there  seems  to  be  no  practicable  way  of  protecting  borrowers  from  tiie 
extortions  of  loan  agents  who  recommend  the  loans.  There  are  rumors  of 
such  fees  and  commissions  having  been  charged  by  the  representatives  of 
several  joint  stock  land  hanks,  and  hearsay  rei^orts  indicate  tliat  commissions 
have  been  paid.  In  all  probability  many  joint  stock  land  bank  borrowers  would 
receive  very  prompt  rebates  if  tliey  were  offidally  toformed  that  ttiey  were 
entitled  to  them. 

It  is  not  the  purpose  of  this  statement  to  cast  any  reflections  upon  the 
principal  officers  of  any  joint  stock  land  bank.  The  high  personal  character 
and  business  standing  of  the  officers  (»f  the  Bankers  Joint  Stock  Laud  Bank 
of  Milwaukee  is  such  that  they  will  in  advance  be  ^onetated  of  any  com- 
plicity in  charging  commissions  to  borrowers  through  their  agmts,  but  the 
following  seven  affida^rifti  show  timt  great  vigilance  does  not  always  protect 
the  borrowers.  These  evidences  prove  that  in  actual  practice  some  borrowers 
pay  connnissions  in  addition  to  the  1  per  cent  per  annum  on  the  unpaid 
principal. 

STATK  of  ISIlXNESOTA. 

County  of  Cass,  ss; 
.Tohn  F.  Lembke.  being  duly  sworn,  deposes  and  ways  that  in  the  snmmer  of 
1819,  he  made  a  loan  from  tlie  bankers  joint  stock  land  bank  of  Milwaukee,  in 
the  sum  of  $6,000  on  his  farm  in  section  13,  township  187,  range  30,  Oass 
County,  Minn.,  through  F.  Lillstrom,  vice  president  of  the  Farmers  State 
Bank  of  Pine  River,  Minn.,  the  rate  of  interest  thereon  being  6  per  cent 
That  said  Lillstrom  received  as  a  commission  for  making  said  loan  the  sum 
of  $88  in  cash,  same  being  deducted  from  the  proceeds  of  said  loan,  over  the 
protest  of  affiant  i^oaat 

Subscribed  and  sworn  to  before  me  this  Ttli  day  of  February,  A.  D.  1820. 

Notary  PubUe,  Com  County,  Minn. 

iSj  eonuidasioii  etptres  May  1821. 


State  of  Minnesota. 

Covniy  of  Cass,  «»: 
Ansou  Beaks,  being  duly  sworn,  on  oath  says  that  in  the  fall  of  1919  he 
made  a  loan  of  $1,500  from  the  bankers  joint  stock  land  bank  of  Milwaukee 
ttirongh  Peter  Lillstrom,  vice  president  of  the  Farmers  State  Bank  of  Pine 
River  said  loan  bein?  secured  by  mortgage  on  north  half  of  the  southwest 
quarter  and  the  northeast  quarter  of  the  southwest  quarter  of  SBCtton  80. 
Jowuship  139  north  range  28  West,  (Sum  County,  Minn.,  ttie  interest  rate  being 
ft  tv.r  rpot  That  he  paid  to  said  Lillstrom  from  the  proceeds  of  said  loan 
Uif^m  of  cSi^itoi.  said  amoimt  being  retained  by  said  Lillstrom 

tttm  said  proceeds.  ^^^^ 

Subscribed  and  awom  to  before  me  this  14th  day  of  February,  A.  D.  1920. 

Eugene  L.  Forbes, 
Notary  Public,  Cass  County,  Minn. 

My  commission  exinres  May  15,  1921. 
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State  of  Minnesota, 

County  of  Cass,  w; 

CHenn  A.  Glover,  being  duly  sworn,  on  oath  says  tbat  In  about  the  month  of 
August,  1919,  he  made  a  loan  from  the  bankers  joint  stock  laud  bank  of 
Milwaukee,  in  the  >sum  of  $800,  bearing  6  per  cent  interest,  on  his  land  in  sec- 
tion 2,  township  138-29,  Crow  AVing  County,  Minn.,  thn-ugh  P.  Lillstrom,  the 
vice  president  of  the  Farmers  State  Bank  of  Pine  River,  Minn. ;  that  said 
Ullstmn  ^ai^ed  Mm,  and  he  paid  to  said  Lillstrom,  a  cash  commission  af 
9!B  for  the  making  of  said  kMtn,  said  commlssl<m  being  deducted  teem  fb<»  pro- 
ceeds 0t  said  hMUL 

Glenn  A.  Gloveb. 

SnbBcribed  and  swcnm  to  befi(»re  me  tliis,  7th  day  of  February,  A.  D.  1820. 

Eugene  L.  Forbes, 
Ifotary  PiiWic,  Cass  Cauniy^  Jfinn* 

My  commission  expires  May  15,  1921* 


SMn  OF  Minnesota, 

County  of  Cass,  ss: 

W.  B.  Bogart,  being  duly  sworn,  on  oath  says  tliat  und*'r  date  of  — ^ 

1919,  he  procured  a  loan  through  P.  Lillstrom,  vice  president  of  the  Farmers' 
State  Bank  of  Fine  River,  Minn.,  in  the  sum  of  $6,000  from  joint-stock  land 
bank  MUwaiAae,  interest  rate  6  coitt  for  a  period  of  82  years ;  ttot  when 
settlement  was  made  by  him  of  said  loan,  that  said  P.  Lillstrom  charged  IdHi^ 
and  he  paid  to  said  Lillstrom  a  cash  commission  of  $100  for  mairfiyg  said  loan^ 
same  being  withheld  from  the  proceeds  of  said  loan. 

W.  B.  BOGAKT. 

Subscribed  and  sworn  to  before  me  this  6th  day  of  February,  1920. 

r  Eugene  L.  Forbes, 

Notary  Public  in  and  for  Cass  County,  Minn, 

My  commission  expires  May  15,  1921. 


State  of  Minnesota, 

County  of  Cass,  ss: 

Asa  L.  Grover,  being  duly  swoini,  on  oath  says  that  in  the  fall  of  1919,  he 
made  a  loan  in  the  sum  of  $2,500  from  the  bankers'  joint-stock  land  bank  of 
Mfiwaukee^  through  Peter  Lillstrom,  vice  presidait  of  the  Farmer's  State  Bank, 
of  Pine  River,  Minn.,  bearing  6  per  ( t  nt  interest,  securing  same  by  mortgage  cm 
the  E.  i  SE.  i,  18-137-29,  and  the  S\V.  i  NW.  J,  17-137-29,  Cass  Oonnty,  Minn. ; 
that  he  paid  to  said  Lillstrom,  from  the  proceeds  of  said  loan  the  sw  eH 
commission  for  making  said  loan,  including  the  malung  out  of  papers. 

AsaL.  Qju)vn. 

Subscribed  and  sworn  to  before  me  Uiis  11th  day  of  February,  A.  D.  1920. 

EuGKNE  L.  Forbes, 
.     ,  Notary  Fuhlio,  Cass  County.  Min^ 

My  commisidon  ^ires  May  15, 1921. 


Statc  or  Minnesota, 

County  of  Cass,  ss: 

Asa  D.  l^nt,  being  duly  sworn,  deposes  and  says  that  in  the  month  of 
August,  1919,  about  August  20,  he  made  a  loan  of  $2,000  from  the  bankers' 
jomt-stoek  land  bank  of  Milwaukee,  through  P.  Lillstrom,  the  vice  president  at 
the  Farmers'  State  Bank  of  Pine  River,  Minn.,  covering  W  i  NW  4  secti^  2t 
township  138,  range  30,  Cass  County,  Minn.  That  from  said  loan  or  the  pro-' 
oeeds  Oi^eof,  he  paid  tlie  sum  of  $70  as  commission  to  said  Lilistrom  or  said 
MM,  said  mm  including  expose  of  making  out  papers. 

Asa  D.  l3BK>yT. 

Subscribed  and  sworn  to  before  me  this  9th  day  of  F^uary,  1920. 

BUCBBKE  L.  FOBBES, 

m  commission  ^ire.  May  l&,  mL     ""^"^  ^ 


/ 
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State  of  Minnesota, 

County  of  Cass,  ss: 

Subscrlhed  and  sworn  to  before  me  this  16th  day  of  February,  1920. 

Eugene  L.  Forbes, 


BIO  BOKBOWEBS  CAW  NOT  BE  BOOB  MKW. 

min  'L^/^J"^^  ^^''^  ^^^'^  ^^^"•'^  necessary  in  ,.ider  that  young  men  noor 
men.  and  farm  tenants  may  be  enabled  to  purcliase  farms  large^ouS^'toh^ 

nave  casn  or  property  free  from  encumbrance  valued  fully  S25  000  in  nrdpr 
that  he  may  be  qualified  to  make  such  a  loan,  because^  iSnm^^^^ 
by  property  valued  at  $50,000.    The  absurdity  of  GovernmSTidd  to 
landowners  is  apj^arent  wlieu  we  consider  that  the  averaie^ wMlflT^S  fho 
United  States  was  in  1910  only  $521  for  each  pe?sou 

h^\?\^Y3^^'  president  of  the  Farmers  Trust  Co.,  of  Indianapolis,  has 
farm.loan  business  for  38  years,  making  loans  from  thi  Indian- 
^  high-grade  territory  of  Ohio,  Indiana,  Kentucky,  nitoote, 

and  Missouri.   He  represents  Ufe  insurance  companies.   He  says- 

*'Tbe  man  who  wants  to  borrow  $25,000  is  not  a  poor  man  and  when  he 
wants  to  borrow  50  per  cent  of  the  value  of  his  ground  and  20  per  cent  of  the 
vtdw  ot  his  bttildings,  it  is  for  spectdating  purposes,  and  that  amount  is  some- 
Olng  tliat  very  few,  if  any,  tenants  require." 

Be  contends  that  the  great  majority  of  farm  loans  are  below  $10X)00  In 
ameunt  and  he  sives  data  from  his  OAvn  exi)erience  in  the  high-grade  territory 
in  which  he  loans  to  prove  tlie  correctness  of  his  assertions.  From  the  books  of 
his  company  he  shows  that  tlie  applications  from  September  1,  1919  to  De- 
cember W,  1910—2}  months— indicate  tlie  loans  considered  to  have  been  classi- 
fied as  to  size,  as  follows : 

Loans  from  $1,600  to  $10,000,  252  in  number,  $1,422,000;  average  $5642 

Loans  from  $10,000  to  $20,000,  45  in  number.  $039,000;  average,  $14^00  * 

Loans  over  $20,000,  4  in  number,  $126,200 ;  average,  $31,550. 

Grand  total,  801  loans;  amount,  $2,187,200;  average,  $7,266. 

Experience  of  other  loan  agents  in  new  territory,  where  lands  are  not  so 
high,  will  prove  that  tlie  average  loans  are  smaller  than  those  in  the  Indian* 
apolis  territory.  This  being  the  case  there  can  be  no  reasonable  excuse  for 
subsidizing  banks  or  bondholders  to  secure  money  for  lai:ge  loans  to  aid  real 
estate  speculators  and  the  doubling  up  of  large  farms. 

MnCTS  AKD  niSADVANTACUES  OiT  ZKSTALLMENT  LOAlfS. 

It  is  asserted  by  witnesses  for  joint-stock  land  banks  that  they  should  be 
granted  the  tax  exemption  privilege  because  they  make  loans  on  the  amortiza- 
tion ba^  for  a  33-year  term  and  that  this  is  of  great  benefit  to  the  borrower. 
The  payment  of  debts  like  the  saving  of  money  is  as  much  a  psycholo^cal  as  an 
economic  proposition.  In  order  to  promote  thrift,  the  debtor  should  be  stimu- 
lated to  pay  his  debt  as  rapidly  as  possible  rather  than  encouraged  to  defer 
his  debt  payments  for  a  long  period,  so  as  to  be  compelled  to  pay  interest  for 
many  years.  There  is  no  particular  magic  in  the  payment  of  a  debt  in  install- 
m«its  of  exactly  the  same  size  for  33  years. 

The  borrower,  who  is  40  years  of  age  at  the  time  he  makes  his  loan,  would 
be  73  before  the  last  payment  comes  due.  His  expectancy,  according  to  the  life- 
insurance  tables,  is  shorter  than  the  term  of  his  loan.  He  therefore  knows  that 
the  probabiUties  are  that  death  will  overtake  him  before  ids  loan  is  paid.  Dur* 
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ing  the  early  period  of  bis  loan  the  borrower  wil 

.npaoitv  will  be  much  greater  than  during  the  later  "  ^^f^f^JeXM 

ra  ly  follows  that  he  ought  to  be  able  to  pay  more  In  tiie  trS 
a?  later  times.  The  appraiser  can,  with  ^  K'^'''^^mfe'"of  l     f?  d^ 
earning  capacity  of  a  borrower  and  the  P™^lrlr'^^"'^''^'v„^re'^a.rwith  anf 
the  5  10  or  15  years  following  the  making  of  the  loan.    >o  one  cau,  wim  any 
^Srtaum-  prec?i5  30  or  40  years  in  the  future.   For  "lese  reajooj 
good  arguments  in  favor  of  amortizing  the  loans  by  small  lumbal 
diminisWng  in  ^  each  year,  making  the  payments  ^^ff  ^  as  the  borr^^^^^ 
irrows  older,  until  they  vanish  entirely  at  a  stated  date  in  the  f"tuie.  ihese 
KlmSts  cTbe  made  sufficiently  small  to  suit  th^/'^P''"?  of  the  borrow^^ 
and  he  earlier  reduction  of  the  principal  increases  the  security  of  the  lender 
and  reduces  the  interest  expense  to  the  borrower. 

The  selUng  of  household  furniture  and  the  loaning  of  money  on  the  install- 
ment plan  ima  always  been  a  favorite  method  of  those  who  desire  to  secure  bi^ 
p^  l^use  the  payer  by  liquidating  his  obligation  in  small  installments  does 
not  realize  that  the  aggregate  of  the  payments  is  large. 

A  comparison  of  the  amount  of  interest  and  commission  paid  on  several  loans 
running  for  different  periods  at  the  same  rate  of  interest  shows  startling  results 
against  the  borrower^  the  long  period.  It  also  shows  that  the  diminishing 
payment  amortization  plan  is  much  cheaper  for  the  borrower  than  the  equal 
payment  plan  use<l  by  the  joint-stock  land  banks.  ,  .  „ 

A  loan  of  $1.(M)0,  drawing  per  cent  interest,  payable  in  20  anuvuil  install- 
ments of  $50  plus  the  interest,  would  be  liquidated  In  ^\J^^-J^^^^ 
plan  the  payments  would  diminish  $2.75  each  year,  starting  with  $1^  and 
ending  with  $S2.75.  The  total  amount  of  interest  paid  would  be  !?5d<.50.  if 
the  investor  refunded  this  loan  at  4i  per  cent,  giving  liim  1  per  cent  commis- 
5=ion  or  profit  at  all  times  on  the  unpaid  principal,  the  commission  would  be 
*^0T  T3  * 

^  The  same  loan  of  $1,000  made  for  35  years,  at  the  same  rate  of  5i  per  cent 
interest,  payable  $65  each  year,  would  be  liquidated  at  thv  end  of  35  years,  at 
which  time  the  borrower  would  complete  the  payment  of  $l,272.o0  interest.  He 
would  pav  about  two  and  one-linlf  times  as  much  interest  for  the  3o-year  loan 
on  this  plan  as  he  would  for  a  20-yfear  loan  on  the  plan  of  paying  a  dimimsMng 
amount  each  year.  If  the  investor  refunded  this  loan  at  4i  per  cent,  allowing 
him  1  per  cent  for  commission  or  profit,  the  commission  would  be  $231.76. 

If  the  same  loan  of  $1,000  was  made  at  the  same  rate  of  oi  per  cent,  with  $25 
payable  each  rear  on  the  principal,  plus  the  interest,  the  loan  would  be  liqui- 
dated in  40  years  and  the  total  interest  which  the  borrower  would  pay  to  the  in- 
vestor would  be  $1,127.50.  If  this  loan  were  refunded  at  4i  per  c«it,  the  same 
as  the  35-year  loan,  allowing  the  investor  1  per  cent  commission,  the  com- 
mission woold  be  $205.  Under  the  plan  of  a  diminishing  payment  each  year  the 
borrower  would  be  given  40  years  in  which  to  pay  his  debt  instead  of  35  years, 
the  amount  of  interest  would  be  $145  less  than  for  the  35-year  loan,  and  the 
commission  to  the  investor  would  be  $26.76  less  than  for  the  35-year  loan.  The 
borrower  would  have  five  years  more  time  In  which  to  pay  his  debt  besides 
saving  $145  interest 

At  first  thought  it  does  not  seem  possible  that  $1,000  could  be  borrowed  for 
40  years  at  less  expense  than  for  35  years,  the  interest  rate  beinp:  the  same  in 
both  cases.  That  this  Is  possible  is  due  to  the  more  rapid  reduction  of  the 
principal  in  the  early  life  of  the  loan.  Under  the  equal-payment  plan  the  85- 
year  loan  would  be  reduced  only  $10  at  the  end  of  the  first  year,  while  under 
the  other  plan  the  40-year  loan  would  be  reduced  $25  at  the  end  of  the  first 
year.  The  40-year  borrower  would  save  the  interest  on  $15  of  principal  for  all 
subsequent  vears.  At  the  end  of  20  years  the  40-year  borrower  would  owe  only 
$500  while  the  35-year  borrower  would  still  owe  $651.32.  The  first  payment  on 
the  35-year  loan  would  be  $65,  while  the  first  payment  on  the  40-year  loan  would 
he  $80,  but  the  payments  on  the  40-year  loans  would  be  constantly  dlmlnlsMng 
wUle  the  85-year  loan  payments  would  remain  the  same.  After  the  eleventh 
year  the  payments  on  the  40-year  loan  would  be  smaller  than  the  payments  on 
hie  35-year  "loan,  and  during  the  last  10  years  the  payments  on  the  40-year  loan 
w  ould  only  be  about  half  the  size  of  the  payments  on  the  35-year  loan. 

The  borrower  from  a  jctotHStock  land  bank  who  obtains  a  loan  of  $1,000  at 
6  per  CMit  interest,  repayable  in  33  years  by  equal  semiannual  payments  of  $35 
each,  pays  a  still  liigher  amount  of  interest,  the  total  interest  being  $1,304.23. 
The  bonds  of  these  banks  are  refunded  at  5  per  cent,  giving  the  joint-stock  land 
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}  ^r^^'.f^JS®  unpaid  principal.   This  commission  is  ooe^ixth 

4>f  the  total  int^^t  paid,  $217.32. 

When  the  interest  cost  of  $1,304.23  paid  to  a  Joint-stock  land  bank  for  a  6 
per  cent  33-year  loan  is  compared  with  the  small  amount  of  $537.50  paid  on  a 
20-year  oi  per  cent  loan,  payable  in  20  diminishing  annual  installments,  it  be- 
eames  apparent  that  the  borrower  would  be  greatly  benefited  if  he  rould  be 
stunniated  or  insured  to  take  IJie  2a-year  loand  and  by  greater  efiiort  discharge 
more  of  the  principal  during  the  eariy  yeara 

If  it  were  Impossible  for  the  borrower  to  discharge  the  debt  In  20  annual 
payments  he  could,  without  question,  pay  the  annual  installments  of  one- 
forUeth  of  the  principal  and  thus  be  permitted  to  carry  the  loan  for  40  vears 
at  an  expense  of  interest  of  $176.73  less  than  would  be  the  cost  of  borrowing  it 
from  the  joint-stock  land  banks  at  6  per  cent  for  33  years  on  the  fixed  payment 
basis. 

The  borrower  who  can  arrange  to  liquidate  his  loan  in  20  diminishing  annual 
amortization  payments  would  be  called  upon  to  pay  only  about  two-fifths  as 
much  interest  or  commission  as  one  who  borrowed  for  33  years  or  35  years  on 
the  equal  annnal  amortisation  payments,  as  required  by  the  joint-stock  land 
banks  and  Federal  land  banks.  If  the  circumstances  of  the  borrower  are  su<A 
tiat  he  could  not  liquidate  his  loan  in  20  years  or  secure  a  40-year  loan,  he  could 
borrow  the  money  for  20  years  and  make  payments  on  the  diminishing-payment 
amortization  plan  which  would  result  in  paying  half  of  the  loan  in  20  years. 
At  ihe  «id  of  20  years,  if  not  able  to  pay  the  balance,  he  could  renew  or  make 
a  new  loan  for  the  other  20  years.  This  would  give  him  the  advantages  of  the 
40-year  plan  and  would  enable  the  land  bank  to  safely  finance  his  loan  by  selling 
a  20-year  bond.  Reference  to  the  tables  will  show  that  this  would  be  much 
more  economical  for  the  borrower  than  the  fixed  payment  amortization  plan 
followed  by  the  Federal  land  banks  and  the  joint-stock  land  banks. 

Several  insurance  companies  are  making  loans  on  the  20-year  amortisation 
plan.  One  company  has  adopted  a  plan  which  makes  the  payments  eaqr  for  the 
borrow^er  and  insures  the  liquidation  of  half  of  the  loan  in  the  20-year  period. 
This  company  does  not  require  any  of  the  principal  to  bo  paid  durlnir  the  first 
three  years.  For  the  next  17  years  3  per  cent  of  the  principal  is  paid  annually. 
At  tibe  end  of  20  years  51  per  cesit  of  the  principal  has  been  paid.  Under  the 
38-year  plan  of  the  joint-stock  land  banks,  at  the  end  of  20  years  only  87.7  per 
cent  of  the  principal  has  been  paid.  This  leaves  the  borrower  in  debt  only 
$490  on  a  thousand  under  the  insurance  company  plan,  and  in  debt  $623  on  a  thou- 
sand under  the  joint-stock  land  bank  plan.  At  the  same  rate  of  interest  he 
would  during  the  20  years  pay  considerable  more  interest  on  the  joint-stock 
land  bank  loan  than  on  the  insoranoe  cmqpttny  loan. 

A  critical  examination  of  the  tables  showing  the  life  of  the  loan  under  the 
equal-payment  plan  of  amortization  and  under  the  diminishing-payment  plan  of 
amortization  shows  that  the  joint-stock  land  bank  plan  offers  no  advautai^es 
which  entitle  It  to  the  subsidy  of  tax  exemption. 
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Jotmr  Stock  Land  Bank  Plan,  33  TkAML 

9howinff  p&ymentn  of  nrinuiptil  ffiwf  MereM  for  a  lorn  of  $t,OO0  at  6  per 
emt  interest,  repoiyabte  in  SS  vmrB  mean$  of  semkmnml  instattmeiUB 
ofm&.  :  


1  

2  

3  

4..,  -  


-s  

9.... 
10.... 
11.... 
12.... 
13.-., 
14.... 
1*^. ... 
16.... 
17.... 
18.... 
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120... 
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^  

an  
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u  

28  

»  

30  

31  

32  

33  
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37  
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40  

41  
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44  

45.  
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49  

50  
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53  
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57  

58  
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'60  
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62  

63  

•64.,..- 


• .  -  •  -  - 1 


-••■■*— -I 


I  -  -  -  - « -  • 


iBstall- 
mmt. 

Interest. 

Principal 

on 

still 

principal. 

unpaid. 

135.00 

$30.00 

85.00 

8995.00 

3?^.00 

•  29.85 

5. 15  ' 

989.85 

35.00 

29.70 

5.30  ' 

981.55 

35.00 

29.  .'=4 

5,46 

979.09 

35.00 

29.37 

5.63 

973.46 

35.00 

29.20 

5.80 

967,66 

35.00 

29.03 

5.97 

9:;i,  09 

an.  00 

?J».a5 

6.15 

95\  M 

3.5. 00 

28.67 

6.33 

949.21 

35.00 

28.48 

6.52 

942.69 

35.00 

28.28 

6.72 

935.9; 

35.00 

28.06 

6.02 

929.05 

35.00 

27.87 

7.13 

921.92 

35.00 

27.06 

7.34 

914.58 

35.00 

27.44 

7, 36 

907.02 

35.00 

27.21 

7.79 

899.23 

35.00 

26.98 

8. 02 

891.21 

35.00 

26.74 

8.2n 

882.95 

85.00 

26.49 

8.51 

874.44 

^5.00 

26.23 

S.77 

96.5.67 

35.00 

2.5.  97 

9.03 

856.64 

35.00 

25.  70 

9.30 

»17.34 

35.00 

25.42 

9.58 

S37.76 

35  00 

35.18 

0.87 

827.80 

85.00 

24.84 

la  16 

817.73 

33.00 

24.53 

10.47 

807. 26 

35.00 

24.22 

10.78 

796.48 

35.00 

23.  HO 

11. 11 

785,37 

35.00 

23.56 

11.44 

778.93 

35.00 

23.22 

a.  78 

762. 15 

3.5.00 

22.86 

12.14 

750. 01 

35.00 

22.50 

1^.50 

737.51 

35.00 

22.13 

12L87 

724.64 

33.00 

21.74 

13.23 

711,38 

35. 00 

21.34 

13.66 

697.  72 

35.00 

20.93 

14.07 

683. 65 

35.00 

2tl.5l 

14.40 

669. 16 

3a.  00 

2QL07 

14.03 

654.23 

35.00 

i9.m 

15.38 

638.85 

35.00 

19.17 

15.83 

638.02 

Ik  AQ 

in,  \jt> 

Ifi  31 

608:71 

35.00 

18.20 

16,80 

580.91 

85.00 

1  17.70 

17.30 

,  573.61 

35.00 

'         17. 18 

17.88 

1  554.70 

35.00 

16.64 

18.36 

536.43 

35.00 

16.09 

18.91 

517.52 

35.00 

15.53 

19.47 

498.05 

35,00- 

14.94 

20.06 

477.00. 

35.00 

14.34 

30.06 

4S7.88 

35.00 

13.72 

21.28 

436.05 

35.00 

13.08 

21.02 

414. 13 

35.00 

12.42 

22.56 

391.55 

35.00 

U.75 

23.35 

368.30 

35.00 

11.05 

28.85 

844.85 

35.00 

10  33 

24.67 

S1A.68 

35.00 

9.50 

25.41 

204.27 

35.00 

8.83 

26. 17 

2t>s.  10 

35.00 

8.04 

26.96 

2U.14 

35.00 

7.23 

27.77 

mat 

35.00 

6.40 

28.60 

184.77 

35.00 

5.54 

29.46 

155.31 

35.00 

4.66 

30.34 

124.97 

35.00 

3.75 

31.25 

1  03.72 

35.00 

2.81 

32.19 

6L58 

35.00 

1.85 

33.15 

38.88 

29.^ 

.85 

28.38 

••—.••—.•.•. 

1^801.28 

1,884.28 

1,000.00 

At  end 


S^yoars. 

3  years. 

4  years. 

5  years. 

6  years. 

7  years. 

8  years. 

9  years. 

10  years. 

11  fmom 

12  years. 

13  years. 

14  years. 

15  ywB. 

16  years. 

17  years. 

18  years. 

19  years. 

30  yvars, 

21  years. 

22  years, 

23  years. 

24  yew. 

25  years. 

26  ysais. 

27  years. 

28  years. 

20  years. 
80y«m 

31  years. 

32  years. 

33  years. 
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Joint  Stock  Land  Bank  Pianj  33  YEAiW--43««tteiied. 

[On  $1,000  loan.] 


3(^year  diminishing  annual  payments  

40>year  diminiriiing  annual  payments  

35-year  equal  annual  pa>Tnents  (Federal  Land  Bank  plan)  

S^year,  6ti  equal  semi-annual  payments,  joint  stock  land  b^nk  jriUui. 


Interest 
paid  by 


J537.50 
1, 127.50 
1,272.50 
1,304.23 


Commis- 
sion to 
bank  on  1 

per  cent 
margin. 


$97. 73 
205.00 
231.76 
217.32 


mtBrest  saved  bv  borrower  by  the  20-year  diminishing  am<ntization  plan: 
On  $10,000  loan— 

Cheaper  tlian  the  3&-year  Federalland  bank  plan   •i'SS'SS' 

Cheaper  than  33-year  joint  stock  land  bank  plan   h  W7. 30* 

fotorest  saved  by  borrower  by  the  40-vear  diminishmg  payment  amortization  plan: 

Qieaper  than  3o-year  Federal  land  bank  plan   h  1^2*59 

CbBapertli«n33yearJobU8to(ArIuiaiMiikp^       l,7«7.ao- 

FAKMEB  LOS£S  $346.50  MOBE. 

A  distiuct  loss  to  the  borrower  and  a  correspoiuling  znin  to  tho  joinr-stock 
land  banks  results  from  the  half  yearly  or  semiannual  payments  required  by 
the  banks.  Under  the  usual  plan  of  debt  payment,  interest  is  paid  at  tlie  end 
of  each  yeai\  By  requiring  payments  every  six  months  the  joint-stock  land 
banks  make  an  additional  net  profit  equal  to  the  interest  for  six  months  on 
one  payment  each  year. 

The  farmer  owing  a  debt  of  $10,000,  with  $350  of  int'^rest  and  amortization 
payment  coming  due  in  April  and  October  of  each  year,  will  learn  this  to  his- 
regret  the  first  time  the  April  payment  finds  him  without  the  ready  cash.  If 
he  borrows  the  $850  for  six  months  to  make  the  April  payment  at  6  per  cent, 
the  same  rate  as  charged  by  the  jolnt-«tock  land  bank,  when  he  sells  his  grain  la 
October  he  will  make  the  second  payment  to  the  joint-stock  land  bank  and  then 
pay  the  short-time  note  given  for  the  money  paid  in  April.  The  interest  cost 
on  the  April  payment  will  be  $10.50.  During  the  life  of  the  loan  the  farmer 
will  make  33  advance  payments  of  this  kind,  in  which  he  will  lose  the  interest 
and  the  joint-stock  land  bank  will  each  time  have  the  money  for  rix  monttia 
to  loan  to  some  other  farmer  at  6  per  cent  interest.  The  exact  loss  to  the 
farmer  during  the  33  years  will  be  $346.50.  This  $346.50  is  in  addition  to  the 
difference  between  the  payment  of  a  debt  by  the  annual  diminishing  payment 
plan  of  amortization  and  the  semiannual  equal-payment  plan  of  amortization, 
as  shown  by  the  tables  and  the  recapitnla'tion.  [At  6  per  cent  compound  In^ 
terest  exact  loss  would  amount  to  $964.84.] 

A  joint-stock  land  bank  with  $500,000  capital  may  have  loans  in  force  to  the 
amount  of  iifteen  times  its  capital  stock,  or  $7,500,000.  This  equals  750  loans  of 
$10,000  each.  The  annual  profit  from  interest  on  these  semiannual  payments 
would  be  $7y875  more  than  if  the  payments  were  made  annually.  In  a  period 
of  33  years  tliis  extra  profit  would  amount  to  $259,875  without  taking  into  con* 
sideration  the  compound  interest,  which  would  make  the  extra  surplus  then  Oft 
hand  for  dividends  to  stockholders  half  a  million  dollars.  [At  0  i:>er  cent  com- 
pound interest  this  extra  surplus  would  amount  to  $723,630.]  This  would  l>e  in 
addition  to  the  profits  from  regular  interest  charges  and  from  the  preiniuius  .on 
tax-free  bonds  sold  nbove  par. 

TWO  CI^SSBS  Of  B0aB0W£B£l. 

Borrowers  are  of  two  classea  One  dass  may  be  called  investment  borroweris^. 

because  they  borrow  to  make  a  profit  over  and  above  the  interest  cost  by  use' 
of  the  borrowed  capital  in  business.  For  such  borrowers  the  full  amount  of  the 
loan  can  best  be  used  for  the  full  period  and  amortization  loans  are  not 
desirable. 

The  other  dass  may  be  called  debt-paying  borrowers.  They  borrow  to  pay 
tlie  purchase  price  of  property  or  for  other  temporary  uses  with  the  object  in 

view  of  paying  the  debt  as  soon  as  compatible  with  good  business  management. 
For  such  borrowers,  amortization  plans  are  desirable  and  the  ^iiT>T>Vf^?ify*g  pay- 
ment plan  is  the  best  and  most  economical  of  the  t\v'o. 
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DANGEE  OF  IIHANCING  aiJ-YEAB  LOANS  ON  20-Yli;AB  BOKDS. 


Although  the  joint-stock  land  banks  and  the  Federal  land  banks  make  33-year 

and  35-year  loans,  respectively,  the  funds  by  which  these  loans  are  made  are 
obtained  by  the  sale  of  20-year  bonds.  The  Federal  land  banks  decided^  that 
20-year  bonds  would  be  more  readily  salable  than  35-year  bonds.  The  joint- 
stock  land  banks  did  not  find  it  feasible  to  enter  the  market  with  bonds  having 
a  longer  maturity  period  than  those  issued  by  their  computers,  the  Fedmal 
land  banks. 

In  other  words,  the  banks  borrow  money  for  20  years  and  then  loan  it  on  a 
close  marsjin  for  33  or  35  years.  This  kind  of  financing  is  hazardous  in  the  ex- 
treme. Carefully  compiled  statistics  of  interest  rates  for  the  lust  70  years  show 
frequent  and  important  fiuctuations.  Interest  rates  depend  upon  the  demand  for 
money  and  not  upo>n  the  amount  of  money  in  circulation.  It  was  the  theory  of 
seme  eeonomists  a  few  years  ago  that  an  increase  of  the  circulating  medium  per 
capita  would  reduce  the  rate  of  interest.  The  experience  of  the  last  10  years 
proves  that  the  contrary  is  sometimes  the  case,  as  interest  rates  are  now  mucli 
higher  than  they  were  in  1900  or  1910. 

The  danger  of  financing  33-year  loans  with  20-year  bwds  was  admitted  by 
one  of  the  r^pesentattves  of  the  jointr«tock  land  banks  when  he  said,  in  referring 
to  their  profits,  that  there  is  no  way  at  the  present  time  to  determine  the  inter- 
est rates  that  will  prevail  20  years  hence.  If  interest  rates  are  higher,  the 
banks  would  be  obliged  to  refund  the  bonds  at  a  higher  rate  and  they  might 
lose  more  money  in  the  last  13  years  of  the  life  of  the  loans  than  they  made  dur- 
ing the  first  20  years.  If  ttie  interest  rate  is  higher,  the  borrowers  iriXL  not  pay 
their  loans  before  ttiey  are  due,  while  tlie  bondtoldm  wHl  In^  i^pw  paymmt 
of  the  bonds. 

CONOBBSS  AND  TASMER  STOCKHOUKEBS  WnX  WOBBT. 

The  danger  of  being  compelled  to  refund  bonds  at  the  end  of  20  years  at  a 
higher  rate  of  interest  does  not  worry  the  officials  of  the  Federal  land  banks^ 
because  they  have  no  interest  in  the  profits  or  losses  of  the  Institutions  under 
their  management  They  are  salaried  officials,  reeqjonsible  only  for  the  dis- 
charge of  their  duties  according  to  law  and  not  personally  liable  for  economic 
blunders  or  policies. 

Congress  and  the  farm-er  stockholders  of  the  Federal  land  banks  will  be  the 
only  ones  to  worry  if  it  becomes  necessary  to  incur  a  loss  at  the  md  of  $20  years 
by  refunding  the  bonds  at  a  higher  rate  of  interesti 

The  officials  of  the  joint-stock  land  banks  are  directly  interested  in  the 
earnings  of  their  bank  stock  and  the  uncertainty  of  the  last  13-year  period  of 
their  loans  now  gives  them  occasion  for  anxiety.  .^^^ 

In  order  to  be  exactly  correct,  it  should  be  noted  that  one  of  the  joint-sto* 
land  banks  has  avoided  the  blunder  of  financing  33-year  loans  with  20-year 
bonds.  This  is  the  Iowa  Joint  Stock  Land  Bank,  of  Sioux  City,  the  first  one 
chartered.  The  able  financier  who  formulates  the  policies  for  this  bank  pro- 
vides for  20-year  loans  financed  by  20-year  bonds.  When  the  bonds  mature,  the 
collections  from  the  loans  will  provide  for  their  retirement.  World  wars^ 
famine,  pestilence,  or  infiations  of  the  currency  will  not  cause  that  bank  any 
embarrassment  in  retiring  its  bonds. 

HLUK-BKT  ABGmaniT  T70KD  TOOTT  33-TKAB  IXIANS. 

It  is  easier  to  loan  money  for  33  years  than  for  20  years,  because  the  annual 
payment  is  smaller  and  the  borrower  is  persuaded  to  take  the  long^  loan,  be- 
cause he  is  lured  by  the  promise  of  small  annual  paymrats  and  does  not  under- 
stand fully  the  added  cost  of  the  loan  for  tJie  longer  period.  It  is  no  more 
trouble  to  the  loan  agents  to  make  a  33-year  loan  than  to  make  a  5-year  loan^ 
and  he  therefore  prefers  to  make  the  long-time  loan  with  its  correspondingly 

bigger  profits.  .  ^  ^     .     ,  ^  ^ 

BorrtnAers  have  been  grossly  deceived  by  much  of  the  propaganda  circulated 

regarding  amortissation  loans.  Assertions  are  made  about  tlie  economy  of  the 
scheme  which  a  mathematical  analysis  of  the  tables  will  prove  to  be  wrong. 
The  claims  of  superioritv  presented  under  the  indorsement  of  Government  of- 
ficials are  in  the  main  unquestioned  by  the  borrowing  pubUc.  Reference  to  the 
tables  will  show  by  analysis  of  the  statements  herein  made  that  there  is  no  rea- 
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• 

souabie  ground  for  granting  subsidies  to  rich  investors  and  joint-stock  land 
banks  in  order  to  continue  the  tax  exemption  of  joint-stock  land  bank  bonds. 
The  large  amount  of  loans  made  in  Iowa  by  joint  stock  land  bftnks  «t  ft  xUte 

higher  than  the  averajre  rate  charged  by  private  investors  does  not  prove  that 
the  l>(>rrnwers  have  been  or  will  be  lienefited  by  the  loans  of  these  snhsidized 
joint  stock  laud  banks.  It  merely  shows  that  the  borrowers  liave  been  made 
to  think  that  they  will  be  benefited  by  the  33-year  loans. 

A  witness  before  a  congMwdonal  committee  this  filter,  argvlnjir  in  fiivor  of 
a  national  blue  sky  law,  testified  that  over  a  billion  dollars'  worth  of  promotion 
stocks  in  l>Iue-sky  c<mcerns  had  be^Mi  sold  in  Towa  within  the  last  12  months. 
The  investors  in  thest^  blue-slc\-  stocks  were  persuaded  tliat  it  would  be  to  their 
advantage  to  excliauj^e  their  cash  or  Liberty  bonds  for  promotion  stocks  in  oil 
wells,  packing  companies,  and  other  similar  eorporatliHis  represented  by  aggres-^ 
^ye  stock  salefflnen. 

Canvassers  for  these  aniortizalion  loans  "that  never  come  due"  have  pre- 
sented arjanuents  as  allurinj;  as  those  used  by  salesmen  of  promotion  stocks  in 
blue-sky  concern.  Many  of  the  borrowers  have  been  led  to  believe  that  a  new 
method  of  killing  off  mortgages  has  been  discovered,  mneh  easi^  than  tte 
honest  paysient  of  interest  and  iH-lndpal. 

The  official  literature  of  tlie  Federal  Farm  Loan  Board  has  been  guilty  of 
argimieuts  of  a  shady  charaetei-  meriting  the  most  severe  criticism.  In  the 
Borrowers'  Bulletin  for  April-May.  1919,  a  long  explanation  of  the  interest  rate 
was  given^  closing  with  the  positive  statement  that  the  intei*est  rate  is  oiUy  3.6 
per  cent  cm  tfte  money  borrowsd. 

In  Farm  and  Firesi<le  for  Oetober,  1919,  a  long  article  extolling  the  farm- 
loan  system  was  published,  credited  to  Hon.  C.  E.  Lobdell,  of  the  Federal  Farm 
I^an  Board.  In  that  article  the  statement  was  made  that  the  interest  rate  to 
the  farm  borrower  is  "  a  little  les^i  than  4  per  cent  over  a  long  period  of  years." 
When  the  attention  of  the  jnd^e  was  ealled  to  Hits  inaccuracy,  lie  disdalraed 
resfponsihllity  for  it  in  private  correspondence,  and  it  appears  that  the  objection- 
4i|»|e  sentence  was  inserted  by  the  editor  of  the  paper,  who  was  familiar  with 
the  arguments  nsed  l)y  advocates  of  the  system.  The  N(>vemher.  December, 
January,  and  February  issues  of  the  magazine  have  since  l)een  published,  but 
no  correction  of  the  error  has  been  made ;  neither  has  the  Federal  Farm  Loan 
Board  seen  fit  to  publicly  repndfate  this  nntrofltfol  statement.  Sn<4i  propa- 
.ganda  will  deceive  many  people  into  twrrowing  money,  but  before  the  33  y^rs 
has  elapsed  they  will  discover  that  they  are  compelled  to  pay  the  full  rate  of 
interest  on  every  dollar  that  they  owe  for  every  minute  that  they  owe  it^  and 
tliat  the  3.6  per  cent  rate  is  a  fiction  lor  the  use  of  loan  canvassers. 

POLmcAi.  ttfnxnmcR  of  joikt-stock  unin  banks. 

During;  the  tirst  week  of  January,  1920,  25  or  30  very  able  gentlemen  repre- 
senting joiut-stock  land  banks  made  thorough  canvass  of  Congress  prior  to  the 
hearing  of  January  10,  12,  and  13  before  the  Senate  Committee  on  Banking 
■and  Cnrrency.  Congressmen  were  also  deluged  with  telep^aros  sent  at  the  Insti- 
tution of  joint-stock  land  hankers  from  their  home  districts,  urging  a  cOBttOftia- 
tlon  of  the  tax  exemption  of  joint-stock  land  hank  bonds.    These  gentlemen 
witli  the  assistance  of  letters  and  telegrams  from  homr,  made  a  very  strong 
impression  on  Congressmen  who  were  hastily  called  aside  from  consideration 
<st  the  peace  treaty  and  problems  involving  the  payment  of  the  national  debt 
to  be  told  of  the  terrible  catastrophe  which  would  happen  to  agriculture  If 
the  owners  of  future  issues  of  joint-stock  land  bank  bonds  were  required  to  pay 
taxes  upon  them.    So  much  sympathy  was  created  for  the  30  joint-stock  land 
banks  begging  for  a  continuation  of  the  tax-exemption  subsidv  that  manv 
-Congressmen  forgot  all  about  29,000  other  banks  and  110,000,000  people  who 
win  be  nnlnstly  treated  if  IMs  sid)iridy  is  eontbiued. 

For  the  last  two  years  owners  of  joint-stock  land  banks  have  vigorously 
encouraged  the  organization  of  more  such  banks.  This  unusual  anxiety  to 
-create  competitive  Iianks  was  due  to  the  hope  that  sevei'al  hundreil  joint-stock 
land  banks  judiciously  distributed  over  the  United  States  would  be  politically 
•»  powerful  that  Congress  would  be  unable  to  repeal  the  law  granting  them  a 
tax-exemption  subMdy  after  the  voters  dlscov^^  way  In  whMi  tJie  Kli- 
tlonal  Treasury  was  being  mulcted  and  demanded  a  chancre  In  the  law. 

One  of  the  objects  of  the  witnesses  at  the  healing  of  January  10.  12,  and  13 
-was  to  assure  the  , Senate  committee  that  there  is  no  piobabilitv  of  any  more 
JointeStock  land-  banks  .being  organized  and  that  therefore  it  would  "not  be 
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dangexotts  to  continue  the  tax-exempUon  subsidy  to  the  30  that  have  received 
charters. 

It  is  well  known  to  witnesses  who  were  preset  at  the  hearing  that  the  stock 
has  been  subscribed  and  all  preliminary  arrangements  perfected  for  the  imnie- 

diate  organization  of  many  joint-stock  land  banks  if  the  case  now  pending  In 
the  Supreme  Court  is  decided  in  their  favor  and  the  Smoot  bill  is  defeated  If 
Congress  and  the  Supreme  Court  decide  iu  favor  of  the  joint-stock  land  bank 
exemption  subsidy,  the  statement  made  on  the  floor  of  the  Senate  in  July  that 
nearly  100  joint-st4^  land  banks  would  soon  be  organized  will  be  found  to  be 
correct. 

In  order  that  they  might  have  more  ix)litical  influence,  the  organization  of 
more  jomt-stock  laud  banks  has  been  constantly  advocated  by  Uiose  already  in 
uie  DusinesSa 

At  a  convention  in  Chicago  in  September,  1919,  Mr.  Geoi^e  Bamsey.  of  the 
Montana-Idaho  Joint  Stock  Land  Bank,  eloqueutiv  urged  the  organization  of 
numerous  jomt-stock  land  banks  and  declared  that  there  is  room  enough  in 
Montana  alone  for  20  or  30  of  tUem.  He  probably  exaggerated  the  capacity  of 
Montana  for  supporting  joint-stock  land  banks,  but  he  did  not  exaggerate  the 
tendency  toward  the  creation  of  institutions  capable  of  transforming  taxable 
securities  into  tax-exempt  securities.  , 
.  On  Thursday,  January  15,  only  two  days  after  the  joint-stock  land  bank  men 
lund  assured  the  Senate  committee  that  there  was  no  danger  of  more  ioint-stoek 
land  b^nks  being  organized,  the  Federal  Farm  Loan  Board  appeared  before  tlu> 
^/'^QiT  fi^?;''?^''^^*^*^^  Committee  and  urged  the  allowance  of  an  appropriation 
of  i?317,640  for  expenses  for  next  year  instead  of  $241,820.  the  appropriation 

i^Uon^'^"''^^./"^'^*'  ^'^''^  ^'^asons  for  this  increase  of 

^ii&,«^U  \vas  the  expected  increase  in  the  number  of  joint-stoclt  land  hanks. 

Mr,  Lever,  of  the  Federal  Farm  Loan  Board,  said: 
fhl^lJ^^^  Supreme  Court  of  the  United  States  takes  no  adverse  action  upon 
the  pending  suit  with  reference  to  the  joint-stock  hind  banks  and  Congress  takes 
T  ''^^V''^  V}^^  reference  to  joint-stock  land  hanks,  as  proposed  by  Representa- 
tive McFadden  and  Senator  Smoot,  the  board  feels,  and  I  think  the^  can  be 
no  doubt  of  it,  that  instead  of  having  30  of  these  institutions  r^perated  in  this 

th^m     rr^^  "**^'n*^^.,^^^  ^^^^  ^^^^       possibly  100  or  150  of 

them  They  will  all  be  sending  their  work  here,  and  it  is  to  take  care  of  a 
possibility  of  that  kind  that  Capt.  Smith  thinks  it  would  be  wise  for  Congreas 
to  give  us  this  emergency  appropriation." 

Congressmen  observed  the  tremendous  pressure  which  30  banks  were  able 
2^1^^  through  both  political  parties  and  through  home  influences  durin-  the 

January.  This  is  just  a  suggestion  of  what  will  happen 
ilif^K'*^^^™  legislation  on  this  tax  subsidy  Is  suggested  after  150  joint-stock 
T^Lasury    ^        claws.  «ici>rely  tsa^ma  on  the  mopestags  of  the  National 

COULD  CONTINUE  WTmoUT  TAX  EXEMFEtOIT. 

It  was  argued  by  representatives  of  joint-stock  land  hanks  that  thev  would 
beiX)mpelIed  to  go  out  of  existmce  if  the  tax-exemption  privilege  is  repealed 

The  joint-stock  land  banks  loan  at  a  flat  rate  ^oriding  a  commission  of  1 
cent  on  the  dollar  for  every  year  that  any  part  of  the  printlpai  is  unpaid.  They 
are  i)rivate  institutions  manajjed  by  men  directly  interested  in  the  profits: 
necessarily  experts  in  the  farm-loan  business.  It  is.  therefore,  to  be  expected 
that  they  can  give  better,  more  prompt  service,  and  more  economical  general 
imanagement  than  the  Federal  land  banks,  officered  and  managed  by  appointees 
often  selected  because  of  political  aTailabltlty  nUher  than  special  capacity. 

The  Federal  land  banks  are  loaning  at  5i  per  cent  money  received  from  the 
sale  of  4i  per  cent  bonds.  In  spite  of  their  handicap  of  politically  appointed 
officials,  they  claim  that  they  will  be  able  to  pay  a  dividend,  so  as  to  reduce 
their  ^read  or  margin  to  half  of  1  per  cent.  The  Federal  land  banks  require 
special  office  buildings  and  a  large  amount  of  clerical  h^p,  with  high-salaried 
general  officers.  Joint  stock  land  banks  are  often  bi^aidaed  as  auxiliaries  to 
other  private  financial  institutions,  trust  companies,  or  banks.  In  one  case 
two  joint-stock  land  banks  are  located  in  one  building  as  auxiliaries  of  a  local 
commercial  bank.  Officers  of  the  commercial  bank  are  officers  in  both  of  the 
joint-stock  land  banks,  the  same  men  serving  in  all  three  institutions,  and  the 
sanie  building  serving  for  all  three  Instltalioais.  This  reduces  tiie  expoise  for 
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officers'  ^alarie^,  rents,  and  general  supervision  to  a  miuimum  tictuil  mm 
.'xppn^e  involved  being  extra  clerk  hire,  examiners,  and  other  subardlnates,  de- 
pending in  number  upon  the  amount  Of  husliie^  transacted 

Thelxpenses  of  making  loans  in  pioneer  locaUties  nnder  hazardous  conditions 
are  muchla^r  than  in  older  States,  where  conditions  are  more  stable.  The 
margin  of  cost  is  necessarily  greater  where  loans  are  made  in  an  undeveloped 
countrv  in  amounts  of  $1,000  to  $2,500  than  the  cost  in  States  where  the  crops 
areTuJe  and  their  loans  run  in  size  from  $10,000  to  $40,000  In  order  to  insure 
ihe  success  of  joint  stock  land  banks,  financed  by  taxable  bonds,  the  banks 
shou  d  be  permitted  to  charge  a  slightly  higher  rate  in  localities  where  loans 
are  small  and  conditions  hazardous.  The  area  in  which  jomt-stock  land  banks 
are  permitted  to  make  loans  ought  to  be  enlarged.  If  conhned  to  two  States, 
thev  are  likelv  at  anv  time  to  be  hampered  or  put  out  of  business  by  adverse 
State  legislation,  such  as  the  creation  of  State  rural-cremt  «yst^.  "  ^SS 
territory  were  enlarged  to  include  tour  or  five  States  instead  of  two  regional 
advantaises  would  be  preserved  and  the  stability  and  permanence  of  the  banks 
would  be  greatly  strengthened.  Under  the  present  law  joint-stock  land  banks 
are  likelv  to  be  organized  in  great  numbers  in  desirable  territory  and  the 
undesirable  territory  is  likely  to  be  neglected.  If  banks  are  organized  in  unde- 
sirable territory,  there  is  no  guaranty  that  they  will  succeed  when  confined  to 
t  Stetes^^  W^^^^  ameients  to  the  law,  joint-stock  land  banks  should 
Md  be  useful  financial  Instlttttlons  without  the  tax  exemption  of  their 

^^A^the  present  time  the  market  for  securities  is  unsettled,  not  having  returned 
to  normal  conditions  following  the  war.  The  privile^  accorded  to  joint 
stock  land  banks  are  expected  to  extend  Into  the  distant  future.  It  seems  rea- 
sonable with  lower  expenses,  greater  efficiency  of  management,  and  no  dividends 
to  oav  to  borrowers,  that  under  normal  conditions  the  joint  stock  land  banks 
ou^  to  be  able  to  successfully  compete  with  Federal  land  banks  without  the 
Government  subsidy  of  tax  exemption,  „      ,   ^  .     *  r 

Just  at  the  present  time  they  might  not  be  able  to  sell  their  bonds  at  a  5 
tier  cent  rate  but  if  they  sold  the  bonds  at  a  5.7  per  cent  rate  on  their  Iowa 
^ins  they  would  still  be  making  more  money  than  Iowa  private  investors, 
according  to  their  own  data  furnished  to  the  Supreme  C<mrt  and  the  Senate 
committee  Under  ordinary  circumstances  they  ought  to  have  no  trouble  in 
sellin-  their  bonds  at  5.25  to  5.40.  Those  which  are  organized  to  connec^on 
with  other  banks,  so  as  to  be  run  on  an  econondcal  basis,  could  t^porai^ 
ouerate  with  a  smaU  amount  of  busdness  without  incurring  serious  losses,  be- 
cause thw  are  reaUy  onlv  departments  of  other  banks.  The  advantage  of 
Government  examination  of  their  securities  and  Government  supervision  of 
their  bond  issues  sives  them  prestige  over  private  concerns  in  the  bond  market. 

One  of  the  ^^irnesses  before  tlie  Senate  committee,  ha  trying  to  prove  that 
Joint  stock  laud  banks  were  necessarily  run  on  a  very  close  margin,  Mated  that 
the  report  of  exorbitant  looflts  made  by  one  joint  stock  land  bank  was  due 
to  the  fact  that  profits  made  out  of  stock  sales  had  been  erroneously  incorpo- 
rated with  profits  made  out  of  loans.  This  statement  by  the  witness  refers  to 
the  fact  that  one  joint  stock  land  bank  sold  $300,000  worth  of  stock, in  the  early 
part  of  1919  at  $125.  It  would  be  interesting  to  incorporate  in  ^  proeeadh^ 
of  this  hearing  scMne  of  the  statements  about  profits  made  by  stock  salesmen 
whoi  thfiy  www  canvassing  for  the  sale  of  that  stock.  They  would  doubtless 
afford  a  strong  contrast  with  the  statements  made  by  representatives  of  the 
Joint  stock  land  banks  to  this  committee  January  10,  1920. 

MOST  JJOANS  AfiE  KAIMB  IH  IOW-SATB  rtSUPf&BSt, 

Witnesses  declare  that  evidence  takra  by  congressional  committees  before 
th  farm  loan  act  was  enacted  showed  that  high  rates  of  interest  had  been 
charged.  The  interest  rates  in  Iowa  and  the  more  reliable  food-producing 
States  were  a  shade  lower  prior  to  1916  than  they  are  at  the  present  time. 
These  are  the  States  in  which  most  of  the  )(rint  stock  limd  bttik  6  per  cent  loans 
have  beMi  made.  Evidence  of  excessive  rates  up  to  16,  18,  and  20  per  cent  fur 
nished  to  the  congressional  r^ommittee  is  chiefly  valuable  now  for  its  uses  as  a 
sympathy  exciter  by  those  who  desire  to  continue  the  tax  exemption  of  land 
bank  bonds  on  loans  made  in  low-rate  territory. 

Investigation  will  prove  that  such  high  rate  loans  are  nearly  always  made  wh^ 
the  security  is  very  poor  and  where  the  Ic^ns  are  very  small,  so  that  the  risk 
and  the  expense  of  taUng  care  of  iHe  loan  is  more  than  orffinaiy.  Chreat  sym- 
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patliy  is  always  expressed  lor  the  small  borrower  who  pays  high  rates  of  in- 
tereBt  In  the  early  literature  of  the  Federal  Farm  Loan  Board  much  was  said 
aWDut  the  poor  man  who  could  (Atain  a  farm  loan  as  low  as  $100  and  the 
assistance  to  be  rendered  the  small  borrower  was  ^ven  as  a  reason  for  tevoring 
the  law.  It  only  required  a  few  months'  experience  to  show  that  such  small 
loans  could  not  be  made  at  a  very  low  rate  and  the  tendency  of  both  the  Fed- 
eral land  banks  and  the  joint  stock  land  banks  has  been  to  avoid  small  loans 
and  to  seek  the  larg^  loans. 

It  has  been  successfully  demonstrated  that  Joint  stock  land  banks  se^  the 
best  loaning  tei  ritory  and  tbmt  they  are  very  profitable.  Several  banks  have 
begun  to  make  loans  in  high-rate  territory  in  the  locations  where  farming  is 
hazardous  and  the  risks  dangerous,  but  none  of  these  have  been  in  operation 
long  enough  to  prove  that  they  can  succeed.  It  will  be  necessary  for  them 
to  demonstrate  to  investors  that  tte  seeur^es  bade  of  their  bonds  are  reliable 
in  order  to  develop  a  market  for  their  bonds.  It  will  be  more  expensive  to 
sell  bonds  based  on  small  mortgages  taken  in  semiarid  districts  than  those  of 
reliable  farming  territory  as  well  as  more  expeucAve  to  produce  the  loan& 

FORECIX>SUB£6  AND  HIGH  RATES  ON  MMNQUENCIES. 

Foi-  political  purposes  it  has  been  argued  that  the  troubles  of  the  farm 
borrower  would  be  over  as  soon  as  he  closed  his  loan  and  secured  the  money 
under  the  farm  loan  iwi.  It  has  only  required  a  lew  months  to  sweep  away 
this  delusion.  Tlie  farmei*  who  owes  a  Federal  land  bai  k  or  a  joint  stock  laml 
bank  is  expected  to  pay  when  dne,  ami  the  making  of  a  big  loan  nmning  for  a 
long  period  of  years  is  often  just  the  b^fnring  of  his  troubles.  If  dellnquentt 
Jhe.borrower  is  subject  to  penalties  and  immediate  foreclosure,  as  shown  by  the 
following  clause  from  a  mortgage  given  by  John  Landauer  and  wife,  of  Boone 
County,  Nebr,,  to  the  Omaha  Feileral  Land  Bank: 

"And  the  said  parties  of  the  first  part  do  further  covenant  and  agree  that 
in  case  of  default  In  paymrat  of  the  said  ^ncipal  mm  of  money  or  of  any 
amortization  iistallment  thereof,  or  of  interest  thereon,  or  in  the  performance 
of  any  of  the  covenants  or  agreements  herein  contained,  then,  or  at  any  time 
thereafter  during  the  contiruance  of  such  default,  the  said  party  of  the  second 
part,  or  its  successors  or  assigns,  may,  without  notice,  declare  the  entire  debt 
hereby  secured  immediately  due  and  payable,  and  thereupon  the  said  party  of 
the  second  part,  or  its  successors  or  assigns,  iGAiall  be  entitled  to  immediate  pos- 
session of  the  said  premises  and  may  proceed  to  foreclose  this  mortjpige  ac- 
cording to  the  statutes  in  such  case  made  and  provided." 

The  borrower  who  owes  one  of  these  mortgages  -  thnr  never  comes  due  '■  soon 
hnds  that  it  may  come  due  all  in  a  lump  if  he  falls  behind  in  his  payments. 
Joint  BtoA  land  banks  are  obligated  to  ^tect  themselves  in  a  similar  manner. 
Loaning  mcmey  at  any  rates  of  interest  is  a  business  matter,  not  charity. 

It  >tould  not  be  possible  for  the  joint  stock  land  banks  or  the  Federal  land 
banks  to  cancel  delinquent  payments  and  continue  in  business.  These  banks 
cease  to  be  charitable  institutions  after  the  borrower's  rame  is  put  on  the 
dotted  line  and  the  mortgage  duly  recorded.  If  they  were  to  permit  delinquent 
paym^ts  to  go  uncollected  th^  would  ther^y  do  an  injustice  to  odier  bor^ 
rowers,  the  stockholders,  and  the  bondholders. 

nronehts  and  hard  times  are  not  avertetl  because  the  farm  borrower  re- 
funds his  mortgage  loan  with  a  Federal  Land  Bank  or  a  joint-stock  land  bank. 

It  often  happens  that  the  managei's  of  these  banks  are  optimistic  amateurs 
or  politicians  seeking  popularity.  Either  of  these  causes  are  dangerous  to  the 
stability  of  a  money-lending  institution.  Conservative  appraisement  and  mod- 
eration in  sixe  of  loans  are  essential  to  ptmaotie  collections  and  a  minimum  of 
losses. 

BIO  COKMISStONS  mCOVkAOm  BIG  XjOAHS. 

T.ured  by  the  promotion  talk  of  loan  solicitors  who  promise  that  the  mortgage 
will  never  come  due,  too  many  borrowers  go  beyond  the  danger  limit  in  giving 
mortgages  larger  than  ^b^r  resources  and  prospects  warrant  Attracted  by  iiie 
rich  commission  of  1  per  cent  on  the  dollar  for  every  year  that  the  principal 
is  unpaid,  some  joint  stock  land  bank  officials  are  too  ready  to  anticipate 
future  increases  in  value  of  the  real  estate  in  making  their  loan  appraisements. 
They  are  too  likely,  to  reason  that  it  will  be  33  years  before  the  loan  comes 
dne^  and  that  it  will  be  safe  to  trust  to  luck  tbat  tiie  land  mortgaged  will  in- 
mase  rf^^Ofy  In^lue  All^  tft»  toi^^  .  • 
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High  appralsemeniB  are  the  rule  in  all  states    A  xjeUable,  couservative  loan 

agent  writes  re^rardin?  conditions               '^^e  «!ttM  ^^^^ 

"Instead  of  increasing  crop  production,  the  *y^P7^fj^^^  i^nd 

banis  and  joint-stock  land  banl^have  ^ncoy^^^^^^^  S 

values.   I  had  an  «PPlicat^«»^nted  to  ^^^^^^^^  by  the 

bonds  they  canceled  the  application.  1  wouUl  not  loan  to  exceea  #o*^  an 
acre,  or  $15.000 "  .    ,  Federal  land  banks  make  a 

?5??af  fa^^o??^^  has  con^pelled  private  i^^est^^^^^^^^^^ 

size  of  their  loans.    Joint-stock  hmd  banks  were  Pi<>n^^^!^^?jS^^^^ 

Inn n  liiiiit  to  SlOO  oer  acre  when  private  companies  were  loaning  $75.   It  is 

alwavl^^^^^^^  ^  ^  Klve  away  property,  or  to  make  loans 

?i  t^DlfSho  eS  nit  W  the  money  is  going  out  bnsiness  is  booming 

nuT^^e^one^si^^^        success.    The  true  test  comes  when  col  ections  a^^ 

made    K  hiiudicions  loans  are  made.  the  .  pinch  may  come  at  any  time  witbin 

^'i?'tiie\nrof^^^^  years  Hi  per  cent  of  the  principal  of  a  Federal  land-bank 
loi^  i^rtitt  Wi^^  S  only  per  cent  has  been  liquidated  by  the  amortiza^ 
t^n  namte  mdd  according  to  contract.  The  amortization  is  so  slow  during 
SiTlirsril^y^^^^^  is  of  little  protection  to  the  investor  and  might  not 

^if Van^'JSr^ttefore,  be  aasumed  that  a  Federal  land-bank  mortgage  is 
enJUrclSSr  of  foreclosure  ymm         tJm  marmmon 

payments  have  l)een  made  for  more  than  15  years. 

Banks  established  under  the  Federal  farm  loan  act  have  not  been  doing  busi- 
ness long  enough  to  prove  the  character  of  the  loans  thoroughly  by  <H)ltortto^ 
Joiiit-stock  land  banks  have  no  loans  more  than  a  year  old  in  hazardous  fawning 
localities,  and  data  as  to  their  collections  is  nxA  made  pimUe. 


EXAMINATION  OF  FABK  IX>AN  ASSOCIATIONS  NEEDED. 

National  farm  loan  associations,  composed  of  borrowers  from  the  Federal 
land  banks,  are  to  a  cert^  ^t«at  rei^nsible  to  the  Federal  land  banks  for 
paymrats  due  from  thdr  members.  Ordinarily  it  is  expected  that  a  local 
association  ^\-ill  make  up  the  payment  for  a  delinquent  borrower  if  he  can  not 
himself  pav  it,  because  it  is  the  practice,  at  least  with  some  of  the  Federal  land 
banks  to  i>ay  no  dividends  to  associations  if  any  of  their  members  are  delin- 
quent  The  records  of  the  Federal  land  banks  and  the  records  at  Washington 
wonld  not  necessarilv  show  any  delinquency  if  the  general  funds  o£  tbo, local 
association  were  remitted  for  the  payment  of  delinquent  members. 

There  are  at  present  about  4,000  national  farm  loan  associations.  Very  little 
is  knowTi  of  their  actual  condition.  The  law  provides  that  these  associations 
^all  be  examined.  During  the  first  year  no  examination  was  made.  During 
the  third  year  three  examiners  were  employed-  Farm  Loan  Commissioner 
Norris,  on  January  15,  when  asking  for  an  increase  of  appropriatiott  tflt 
the  board  to  hire  more  examiners,  said  of  experiences  in  1919: 

"You  can  imagine  that  the  three  men  did  not  get  very  far  with  the  4,000 
associations,  but  they  have  gone  far  enough  to  show  very  conclusively  the 
necessity  for  examining  fliose  associations.  Bach  of  these  farm  loan  associa- 
tions has  one  salaried  officer,  a  secretary-treasurer.  Sometimes  he  is  a  farmer, 
sometimes  he  is  a  county  banker,  a  cashier,  or  bookkeciper,  or  teller  in  a  bank. 
Sometimes  he  is  a  young  lawyer,  and  sometimes  they  are  worthy  people  and 
sometimes  not  so  worthy.  We  have  had  about  seven  cases  so  far  of  defalca- 
tions—three that  were  really  defalcations.  In  one  the  amount  was  small.  I 
do  not  r^ember  what  it  was.  There  was  one  in  the  Wichita  district  that 
amounted  to  $3,300  and  one  in  the  Omaha  district  of  $6,800." 

Later,  Commissioner  Norris  added : 

"Then  there  were  three  or  four  others  that  probably  it  would  hardly  be 
fair  to  call  defalcations,  where  people  did  not  keep  the  accounts  or  got  their 
funds  or  their  accounts  mixed.  But  if  these  assodations  go  without  examiaa* 
tion  we  feel  that  sooner  ot  later  there  may  be  a. national  scandal  almost." 

This  may  be  found  on  page  2309  of  the  report  of  the  hearings  of  the  House 
Appropriation  Committee.   Again,  on  page  2311,  Mr.  Norris  said : 

"  I  suggested  in  a  diplomatic  way  last  year,  when  we  asked  for  the  appro- 
priation, that  If  Ckmgriess  did  sot  ciMMse  to  give  It  to  us,  and  a  series  of  icM- 
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^s  and  defalcations  arose  in  these  associations,  I  wanted  to  say  frankly  that 
it  would  be  the  fault  of  Congress  and  not  ours." 

On  page  2313  of  the  report  of  the  committee  Mr.  Lever,  of  ttie  Federal  Farm 
Loan  Board,  is  quoted  at  length  as  saying  that  these  defalcations  had  all  beM 
cleaned  up  but  one,  and  that  that  one  was  in  process  of  cleaning  up,  but  hQ 
emphasized  the  need  of  examiners  by  saying  that  if  an  appropriation  is  not 
made  for  examiners  he  fears  some  day  the  country  will  be  awakened  by  a 
scandal  that  will  reach  from  the  Atlantic  to  the  Pacific.  The  following  IS 
from  his  testimony : 

"  So  far  we  have  been  provided  with  only  three  national  farm  loan  asso- 
ciation examiners  with  the  result  that  only  a  very  small  percentage  of  those 
associations  have  been,  or  can  be,  examined.  Fortunately,  so  far  we  have 
had  onlv  seven  apparent  defalcations.  The  associations  have  not  lost  anything. 
I  do  not  think  there  was  any  criminal  intent  in  all  of  them.  I  tiilnk  it  was 
really  more  a  matta-  of  bad  bookke^i^  They  have  made  good  the  losses 
to  the  associations." 

Mr.  SissoN.  All  except  the  two?  ^  ,  , 

Mr.  Lever.  "All  of  them  luive.  We  have  one  outstanding,  but  that  is  in 
process  of  cleaning  up,  but  those  two  defalcations  have  impressed  upon  me— 
I  happen  to  be  in  charge  of  this  particular  brancdi  of  the  service— the  absolute 
neeeasity  of  frequent  examinations  of  the  associations,  of  these  secretary- 
treasurers,  who  are  the  executive  and  active  officers  of  these  associations,  or 
else  I  am  afraid  that  some  of  these  days  we  will  be  awakened  by  a  scandal  that 
will  reach  from  the  Atlantic  to  the  Pacific." 

Occasionally  a  Uttle  information  about  the  inside  workings  of  the  ^c»eral 
land  banks  leaks  out  by  accident,  giving  a  slight  insijrlit  int<:.  actual  conditions 

In  many  localities  local  bankers,  personally  friendly  to  farmers,  have  loaned 
them  monev  to  carrv  them  over  hard  times.  In  some  cases  they  have  been 
so  liberal  as  to  make  it  necessary  to  take  second  mortgages  to  protect  ttiem* 
selves  against  later  creditors.  The  local  mortgage  man  or  banker  is  usuaUy 
tte  per^al  friend  of  the  borrower.  It  is  to  him  that  the  borrower  must 
aoDlv  as  a  last  resort  when  the  nonresident  land  bank  can  carry  him  no  longer. 
ThVlocal  banker  is  the  one  who  furnishes  the  money  if  the  land  bank  increases 
the  rate  of  interest  from  oi  per  cent  to  8  per  cent.  One  of  the  priM^^  argu- 
ments used  by  representatives  of  both  the  Federal  land  banks  and  the  joint 
S  landtmiks  in  favoring  tHe  tax  exemption  of  bonds  is  that  the  farmer 
vSSTout  money  can  buy  and  give  a  first  mortgage  for  half  of  the  price  and  then 
Sve  a  second  mortgage  to  a  local  man  for  all  or  part  of  the  balance  The 
nteratu?rT  these  ba^  is  loade<l  with  fairy  stories  about  this  blue^ 
method  of  buying  farms  without  capitaL  ^. 

lira  small  percentage  of  cases,  where  the  borrowers  are  men  of  exceptional 
abillti  JSmt^  in  a  sure-crop  country,  with  continued  hijrh  prices  for  fann 
otSs  wiU^i  o  bad  luck  from  fire,  hail  storms,  dront^ht.  or  sickness,  such 
he^-?  boVi^^^^^^^^  pnv  out.    In  actual  business  practice  the  persons  holding 

thrseamc  mortg  g^^  run' all  the  risk,  and  in  case  of  disaster  sustain  the  loss 
iFthrdebtor^^^^^  Wins  out  he  will  owe  his  success  to  the  assistance  of 

{L  l^l  m^^^^  and  not  to  the  nonresideut  bank  that  held  the  first 

mortgage. 

PBACTICAL  ExrERIEXtE  WITH  LOANS  THAT  NEVER  CAMB  DUB. 

A  letter  from  tlie  Federal  Land  Bank  of  Spokane  to  a  local  bank  sliows  exa.-tly 
how  the  ^nd  mortgage  proposition  works  out  in  real  life.  It  also  shows  hat 
J^^^arniWs  Te  nn  a-ainst  :in  S  per  cent  propositi-.n  the  minute  that 
SS?^amor£«oTprvn"m;  ai^  past  due'.  It  also  shows  that  they  are  l^ble 
to  mShite  foreclosnre,  as  provided  by  the  clause  in  flie  mortgage  herein- 
1.  f n    ted  unless  local  friends  step  In  to  aid  them.   It  also  shows  that 

S  LirsSllo^-  people  who  are  familiar  with  the  land,  the 

climate  and  personal  clnn-acters  of  the  bo^r..^^•ers.  .^.^  v-™. 

The  locVl  banker  is  loval  to  the  home  farmer  and  stays  with  Urn  and  k<W^ 
nn  stirfin'  to  h  n  until  he  wins  out,  if  that  is  possible.  There  ate  a  plenty  of 
^ood  loans  In  AlSitena,  but  the  Federal  land  banks  pick  up  more  of  the  Uime 
f      «nH  ti^Ln^st  of  their  » liberal  policy  "  for  political  effect. 

BT  tSflJ5e?^SfS  follows  it  will  be  noted  that  live  borr,>wers  are  delinquent 
in  OTe  miSl  aviation.  The  revelations  which  may  be  made  a  year  from  now 
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by  12  examiners,  after  the  4,000  fariu-loan  associations  have  all  been  examined^ 
may  show  many  other  farm-loan  associations  as  bad  off: 

The  Fedebai.  Land  Bank  of  Spokane, 

Spokane,  Wash,,  January  13, 1920, 

Loans  of  Alfred  Aaderson,  Karen  Mai'ie  Nilson,  D.  lu  Jobnson,  H.  J.  Eyer,  and 
a  SI  Er^ison, 

Havbb  NATroHAi,  Bank, 

Havre,  Mont 

Gentlemen  :  This  bank  holds  first  mortgages  executed  by  the  borrowers  above^ 
listed  on  their  farms  in  Hill  County.  Mont.,  on  which  we  understand  you  hold 
subseciuent  mortgage  liens.   The  amortization  installments  to  us  are  in  defaults 

ns  follows  :  •  ^ 

On  the  Anderson  loan : 

Due  Sept  27,  1918  (balance)   $25.00 

Due  Mar.  27,  1919   78.  Oa 

Dae  S^t  27,  IWd  ^    TaOO 

On  the  Nilson  loan : 

Due  Apr.  17,  1919  ^  ;  -  ^  45. 00 

Due  Oct.  17.  1919  ^  ^*  ^  .  45.00 

On  the  Johnson  loan : 

Due  Apr.  17, 1919  -   79. 50 

Due  Oct  17,  1919  ^   78. 50 

Chi  the  Eyer  loan : 

Due  Apr.  25,  1919   39.  0<) 

Due  Oct  25,  1919  .   39.  00 

On  the  Evenson  loan : 

Due  Nov.  5, 1918   90. 00 

Due  May  5,  1919  .   ^   90.  00 

Due  Nov.  5, 1919  .  ^  ^  80.  00 

Each  installment,  under  the  law,  bears  interest  at  8  per  c&at  from  due  date 

until  paid. 

We  have  thought  that  you  may  wish  to  protect  your  Interest  in  these  cases; 
hence  address  you,  as  we  would  be  glad  to  hear  from  you  and  hope  to  receive 
remittance  to  cover  the  delinquent  installments  with  interest  as  aforesaid  by 
return  mall. 

truly,  yoozs, 

Oso.  M.  Dbebsb,  Treasurer. 

This  letter  is  not  offered  in  criticism  of  the  law,  but  to  emphasize  the  point 
that  tax  exemption  of  bonds  does  not  guarantee  a^inst  defaults.  When  money 
is  loaned  those  who  administer  tiie  law  must  carefully  eiHuAder  the  ability  ef 

the  borrower  to  pay. 

A  Montana  banker  who  has  lived  for  many  yeaiB  on  the  fi^ontier  has  this 
comment  to  make  upon  conditions : 

"  We  fed  that  the  Washington  champlcms  of  the  farm  loan  act  have  much  to 
learn  regarding  the  financii^  of  the  farmer  in  a  pioneer  country.  It  is  com- 
paratively easy  for  a  farmer  to  get  a  loan  after  he  has  title  to  his  homestead^ 
but  who  has  brousrht  him  that  far?  The  banker  and  the  merchant  There  is  a 
perioil  of  from  three  to  five  years  that  a  homesteader  has  to  receive  credit  from 
local  institutions  in  order  that  he  can  build,  fence,  break  sod,  and  otherwise 
improve  the  land  that  he  takes  up.  There  are  very  few  homesteaders  that  have 
money  mough  to  carry  them  over  this  period  if  adverse  condlti<m8  set  in  such 
as  we  have  experienced  here.  Also  during  this  p^od  production  must  be  kept 
up.  and  it  is  up  to  the  local  banker  to  furnish  the  means.  The  point  that  I  wish 
to  bring  out  is  that  if  local  banks  can  take  care  of  a  farmer  during  the  first 
three  to  five  years  of  his  pioneering  they  are  surely  able  to  take  care  of  him 
from  then  <m,** 

TAX'Vam  BONDS  DO  NOT  AID  IN  A  DRY  TIME. 

No  one  will  contend  that  the  New  Yoi*,  Boston,  or  Philade^hia  capitalists. 

who  evade  a  70  per  cent  income  tax  by  purchasing  tax-exempt  J<tot-0tocfc  land- 
bank  bonds,  will  make  any  donations  to  save  the  pioneer  farmer  from  fore- 
closure. The  National  Government  could  give  better  service  bv  collecting  the 
Ineome  tax  tttm  the  capitalists  and  making  direct  donations  to  the  farmers. 
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KXTBAVAGANT  CLAUCB  OV  JOINT-STOCK  I^AHD-BANK  WITNKSSES.  1 

The  Senators  of  tlie  committee  have  sudb  a  thorough  understanding  of  con- 
ditions and  by  their  cross-examination  so  completely  exposed  the  fallacies  of 
the  witnesses  lor  the  joint-stock  land  banks  that  it  seems  unnecessary  to  refer 
to  many  extravagant  and  unreasonable  claims  made  by  these  witnesses.  Their 
anxiety  to  save  the  tax-e]^mptl<m  *8abBidy  for  their  banks  led  tbem  to  make 
many  statements  for  which  they  will  be  titOtSmi  when  tibe  evidnoe  is  iMrbKted 
and  circulated  in  the  States  affected. 

They  all  contend  that  this  is  not  class  I^isiation.  They  also  laid  down  this 
fundamental  principle: 

"The  right  to  issue  tax-exempt  farm-mortgage  bonds  is  predicated  upcm  a 
service  to  the  general  public  " 

If  the  word  *•  farm  "  is  eliminated  from  that  aentence  and  we  substitute  there- 
for *'coal  mine"  or    shoe  factory"  or  "clothing  factory'*  or  "railroad"  or 

flour  mill"  or  "city  home'  or  "steel  niiir'  or  "cement  miir'  or  "street 
car  "  or  "  electric  light  "  or  *  waterworks  "  or  any  other  of  dozens  of  industries 
or  utilities  that  serve  the  public,  the  sentence  would  be  just  as  correct  This 
dlsdoees  ^e  irrefutable  truth  that  diass  l^islation  can  not  be  confined  to  any 
single  class.  If  special  privileges  are  to  be  granted  to  one  class,  they  must  be 
granted  to  all.  It  also  discloses  the  fact  that  bondholders  who  make  $6  for 
every  dollar\s  worth  of  benefit  conferred  on  farmers  will  make  the  same  propor- 
tion of  the  proiiL  ii  the  same  tax  legislation  is  enacted  in  fiivor  of  othar  claasea. 

This  proves  that  the  drift  of  tUs  kind  of  legislation  is  rapidly  pushing  the 
country  toward  a  single-tax  basis,  in  which  the  land  will  be  compelled  to  carry 
most  of  the  tax  burden.  Prof.  Louis  Wallis,  of  the  Joseph  Fels  Single  Tax 
C^onuuission,  in  a  talk  in  Chicaiiro  before  the  American  Association  of  Creamery 
Butter  Manufacturers,  on  February  17,  said : 

"  When  the  business  man  shifts  the  tax  to  customers  by  way  of  higiiw  prices 
he  gets  no  r^ef,  because  he  also  is  a  pordiaser  in  various  marketSt  and  tbns 
runs  afoul  of  the  increase  which  others  are  trying  to  hand  along. 

"  Business  in  general  is  not  ^rettin.u'  a  square  deal ;  production  is  hindered  by 
heavy  taxation,  by  watered  land  values,  and  by  watered  railroad  values.  The 
burden  of  taxation  should  be  shifted  gradually  and  yet  as  rapidly  as  posidble 
from  production  to  liuid  values." 

The  true  friends  of  the  farmer  can  not  afford  to  favor  tax  e^fflaption  of  joint- 
stock  land-bank  bonds,  because  the  taxes  evaded  by  the  millionaires  must  be 
borne  by  the  masses,  to  be  paid  by  consumption  expenses,  by  taxes  on  sales, 
and  by  higher  taxes  on  lands.  The  small  benefit  wliidi  the  borrowing  farmer 
obtains  from  tax  exemption  will  be  overbalanced  by  hi^r  frei^  rates  on  ttie 
grain  and  live  stock  which  he  sdls  and  by  prieea  cm  madilnMy  and 

commodities  which  he  buys. 

Furthermore,  this  benefit  only  goes  to  a  small  proportion  of  the  farmers,  who 
borrow  under  this  system,  while  all  .other  farmers  suffer  losses  without  com- 
pensating benefits. 

JJOOGm  TO  THE  Ni^tEORAL  TXEASmsr. 

On  the  second  (lav  of  the  llearin^^  Monday,  January  12,  a  witness  for  a 
joinr  stock  land  bank  gave  the  amount  of  farm  mortgages  in  the  United  States 
at  approximately  $4,000,000,  now  h€*d  as  follows: 

Insurance  companies   '^^^ 

Savings  banks.  State  banks,  trust  companies  and  commCTdal   ^        ^  _  ^ 

banks  -  -   ■  ■ 

Eleemo^m^^^'lMtftattoM"""""!"-----  —  ^g^- 

^ ott!rf-::::::::::::::":~::::  .  250.000,000 

Total   4,000,000,000 

Of  this  vast  amount  he  declared  that  only  the  last  item  of  $250,000,000  «f 
loans  could  be  rew  ritteu  into  this  act,  tHe  holder  of  whieh  may  be  now  .payUis 
an  income  ta^ 

It  is  unfortunate  for  the  witness  that  the  report  of  tlie  Federal  Farm  Loan 
Bureau  for  January  31,  1920,  shows  that  $318,445,231  of  farm  loans  had  been 
closed  bv  the  Federal  land  banks,  financed  by  tax-exempt  bonds.  It  is  sttU 
further  to  the  discredit  of  this  witness'  evidence  ttat  tlie  r^rt  of  Oie  aeo 
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retary  of  the  American  Association  of  Joint  Stock  Land  Banks,  printed  in 

the  proceedings  of  the  first  day  of  the  hearii^,  asserts  that  $53,000,000  of 
loans  had  already  then  been  made  hy  the  joint  stock  land  banks,  and  he  esti- 
mated that  $54,6oo,lXX)  of  loans  had  been  applied  for  iind  will  be  closed  if 
the  tax-exemption  subsidy  is  continued.  This  makes  a  total  of  $371,445,231 
already  closed  by  the  two  kinds  of  banks.  The  report  of  the  Federal  farm 
lofta  bnreaii  for  January  31  shows  tiiat  tiie  total  number  of  loans  applied  for 
to  tliat  date  through  the  Federal  land  banks  is  $720,16f).535.  This,  added  to 
the  $107,000,000  closed  and  applie*!  for  through  the  .ioint  stock  land  banks, 
makes  $827,166,535  worth  of  loans  already  in  sight.  The  Federal  land  banks 
expect  to  make  approximately  $150,000,000  worth  of  new  loans  during  the 
current  yen  and  to  contiime  at  aiq[>roxi0iately  Uist  rate,  If  the  tax  exemption 
of  bonds  is  sustained  by  the  Supreme  Court.  It  is  not  necessary  to  go  into 
further  detail  to  show  the  gross  inaccuracy  of  the  statements  of  the  witness. 

He  further  alle.cres  that  a  large  proportion  of  these  mortgages  are  held  by 
eleemosynary  institutions  and  others  who  do  not  pay  a  direct  tax  upon  tliem, 
and  tkCK^fme  tbey  will  not  be  affected.  If  an  eleemosynary  institution  does 
not  i>ay  any  tax  now  on  its  assets  it  would  make  no  difference  to  the  institu- 
tion if  its  assets  wero  converted  into  other  property.  If  a  joint  stock  land 
l>ank  persuades  a  farmer  to  make  a  joint  stock  land  bank  33-year  6  per  cent 
amortization  loan  and  pay  off  a  $10,000  5.9  per  cent  loan  owed  to  an  insur- 
ance company  or  eleemosynary  institution,  the  result  will  not  affect  the  taxa- 
tion of  the  insurance  eompaany  or  the  eleaooosynary  institution,  but  it  wiU 
create  a  $10,0(X)  tax-exempt  joint-stock  land  bank  bond  which  the  joint-stock 
land  bank  can  sell  to  some  millionaire  and  enable  him  to  thereby  evade  the  pay- 
ment of  over  $350  of  income  tax  annually.  The  action  at  the  joint-stock  land 
bank  simply  creates  additional  tax-exempt  property,  which  is  used  to  evade 
taxation.  If  this  loan  were  made  In  Iowa,  the  Iowa  farmer  would,  because 
of  the  supposed  benefit  of  a  33-year  loan,  ir.iy  a  higher  rate  of  interest  than 
lie  now  pays  and  no  one  would  he  benefited  but  the  joint  stock  land  bank  and 
tlie  wealthy  investor  in  joint  stock  land  bank  bonds. 

MtmiCIPAL  BONDS  TT8UAIXT  TAXABLE. 

The  witness  further  says  of  the  investor: 

"  If  he  did  not  buy  our  tax-free  bond  he  would  buy  a  municipal  bond  that  is 
wholly  tax  free." 

This  statement  is  contrary  to  fact  and  conflicts  with  evidence  of  other 
witnesses  for  the  joint-stock  land  banks.  Municipal  bonds  are  exempt  from  Fed- 
eral income  tax.  but  in  nearly  all  States  they  are  subject  to  property  tax.  The 
avera.ire  property  tax  is  much  hijjher  than  th*^  averaire  income  tax.  because  prop- 
erty taxes  are  assessed  according  to  the  value  of  the  property  and  they  are  not 
graduated  by  the  income  of  the  owner.  The  few  States  which  exempt  municipal 
bonds  issued  by  their  own  nranicipaHties,  in  nearly  all  eases  levy  regular 
property  taxes  on  the  securities  issued  by  the  other  47  States. 

The  witness  oujrlit  not  to  be  criticized  for  his  erroneous  statement  ahont  the 
tax  exemption  of  municipal  bonds,  because  some  nienil)ers  of  the  Federal 
Farm  Loan  Board  are  responsible  for  similar  statements.  It  is  not  necessary 
here  to  quote  the  taxation  laws  of  all  of  the  48  States,  but  typical  States  may 
be  cited  to  show  that  several  gentlemen  declaring  municipal  bonds  to  be 
wholly  tax  free  had  not  informed  tb^nselntes  as  to  Uie  State  laws  of  iji^r 
own  States. 

The  auditor  of  the  State  of  Ohio  writes : 

"An  amendment  to  the  Ohio  constitution  was  adopted  in  191^  making  all 
public  bonds,  except  United  States  bonds,  taxable  in  Ohio.  The  only  exemp* 
tions  are  bonds  of  Ohio  taxinjr  districts  issued  prior  to  the  adoption  of  the 
amendment.  All  pul)lic  bonds  issued  by  other  States  or  their  political  subdivi- 
sions are  subject  to  State  and  local  taxes  at  the  same  rate  as  all  other' taxable 
property.   We  have  the  uniform  plan  in  Ohio.   All  pay  the  same  rate." 

In  the  State  of  lUtnoli^  the  chairman  of  the  tax  commission,  under  date  of 
January  30,  1920,  states  that  State,  county,  city,  and  highway  bonds  are 
taxable,  same  as  other  credits  Taxal>le  for  all  purposes.  R^^ding  the  tax  on 
bonds  and  municipal  securities  from  other  States,  lu'  says: 

"The  Illinois  State  rate  this  year  is  40  cents  on  the  hundred  dollars  assessed, 
bat  they  are  nlso  subject  to  county,  city,  and  school  tax,  same  as  oth^  credits/' 

The  auditor  of  the  State  of  Kansas,  under  date  of  February  2,  1920,  writes 
that  tbe  securities  of  otlier  States  or  nMinicipaUties  of  other  Statw  are 
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tsumpt  from  taxation.   Be  says  they  are  subject  to  the  same  tax  as  any 

other  property  of  the  State. 

The  State  tax  commissiont-r  of  West  Virginia,  under  date  of  February  6. 
writes  that  the  bonds  of  other  States  and  municipalities  of  other  States  are 
taxed,  unless  exempt  by  the  former  States  when  comity  exists.  He  further 
states  that  cdty  and  highway  bonds  issued  in  West  Virginia  are  not  exempt 
from  taxatton  unless  specially  exempted  hy  statute,  and  that  such  fflcemption 
fltatotes  are  understood  to  be  invalid  under  the  State  constitution. 

In  the  State  of  Wisconsin,  instead  of  a  tax  on  property,  according  to  values, 
a  State  income  tax  is  collected.  Under  date  of  January  31,  1920,  referring  to 
bonds  of  other  States  and  municipal  bonds,  the  secretary  of  the  Wisconsin  tax 
commission  writes  as  follows: 

"  The  interest  from  such  bonds  as  you  mention  is  subject  to  tax  under  the 
Wisconsin  income  tax  law.  The  rate  of  taxation  is  progressive  or  graduated 
from  1  per  cent  to  6  per  cent,  depending  on  the  amount  of  net  income  received 
by  the  taxpayer." 

DISTINCTIONS  AS  TO  TAX  EXCMFTIONS. 

There  Is  a  very  decided  distinction  in  character  between  farm  loan  bonds 
aud  the  securities  of  building  and  loan  associations  or  tbe  deposits  of  mutoal 

savings  banks. 

The  farm-loan  bond  is  an  article  of  commerce,  bought  and  sold  in  the  mar- 
ket, purchasable  by  wealthy  persons  for  the  purpose  of  tax  evasion. 

The  stock  of  building  and  loan  associations  and  the  deporits  in  mutual 
savings  banks  are  nearly  always  owned  by  Individuals  of  small  means  struggling 
to  pay  for  homes  or  to  acquire  modest  competencies.  Very  few  of  them  are 
subject  to  any  income  tax  in  any  event.  It  is  impracticable  to  list  these  on  the 
etock  markets  for  numerous  legal  aud  other  reasons.  Wealthy  men  can  not 
buy  them  at  public  or  private  sale,  and  thus  successfully  evade  paymeat  of 
large  amounts  of  taxes.  They  are  not  mattetable  In  large  quantities  and  are 
not  listed  on  any  stock  exchange. 

Mortgages  owned  by  life  insurance  companies  can  not  be  sold  to  rich  persons 
to  enable  them  to  evade  taxation.  Insurance  company  mortgages  are  carried 
as  investments  for  the  benefit  of  thousands  of  policyholders.  Insurance  com- 
panies are  similar  in  nature  to  savings  banks  and  building  and  loan  associ- 
ations; they  encourage  and  promote  thrift  and  frugality.  The  srreat  majority 
of  policyholders  are  people  of  moderate  or  small  means  and  in  many  cases 
their  life  insurance  policies  represent  their  entire  property  holdings.  These 
can  not  be  purchased  in  the  markets  to  l>e  used  as  farm-loan  bonds  are  used 
by  third  parties  for  purposes  of  tax  evasion. 

None  of  these  seenrlttes  are  Qu<^torl  on  stock  exchanges  as  merchantable  com- 
modities, while  the  farm-loan  bond  is  bartered  or  sold  in  any  market  and 
retains  its  tax-exempt  characteristics  regardless  of  ownership. 

NATIONAI4  UOftrGAOB!  IMfiBirrKDRESS. 

The  estimate  of  form  mortgage  indebtedness  of  $4,000,000,000  is  based  upon 
statistics  obtained  several  years  ago.  AVell-informed  statisticians  now  estimate 
that  the  farm-mortirage  debt  is  a  little  in  excess  of  $4,500,000,000.  The  best 
authorities  in  the  country,  writing  for  agricultural  papers,  estimate  that  &rm 
dMite  unsecured  by  mortgage  aggregate  ftom  $1,500,000,000  to  $2,900X)00,000, 
making  the  total  farm  Indebtedness  six  or  seven  billion  dollars. 

Our  Basic  Industry,  a  pamphlet  recently  issued  by  Guaranty  Trust  Co.  of 
New  York,  estimates  the  total  farm  indebtedness  in  the  United  States  at 
approximately  $6,000,000,000.  The  estimate  is  based  upon  a  study  made  by 
the  Curtis  Publishing  Co.  through  its  division  of  conamerdal  research. 

The  Third  Annual  R^rt  of  the  Federal  Farm  Loan  Board  states  that  68 
per  cent  of  the  mortgages  Issued  by  the  Federal  land  banks  were  for  the  pur- 
pose of  refundins:  mort^a?:e  and  other  debts.  The  balance  of  the  new  mortgage 
debt,  or  32  per  cent,  indicates  an  increase  over  and  above  the  amount  required 
to  refund  mortgage  debts  and  other  debts.  This  additional  32  per  cent  la 
reported  as  used  tor  ottier  purposes.  If  tMs  encouragement  of  an  Inoreased 
IndAtedness  continues,  the  six  billion  of  secured  and  unsecured  farm  debts  now 
owed  when  refimded,  will  represent  68  per  cent  of  the  new  amortization  loans, 
and  the  total  farm-mortgape  indebtedness  of  the  United  States  will  be  in- 
creased to  more  than  $9,000,000,000.    These  figures  are  taken  from  official 
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reports,  and  if  the  third  annual  report  of  the  Federal  Farm  Loan  Board  la 
correct,  the  conclusions  can  not  be  disputed.  ^ 
It  is  not  probi.l.le  tbat  uu.re  than  half  of  this  ind*tediiess  wmrid  ©^er  be 
refunded  by  Federal  land  banks  and  joint  stock  land  J 
If  flnanced  by  taxHsrempt  bonds,  wouW  create  an  eBormoas  bMS  to  tbe  Nattonal 

Bcononiists  tell  us  that  taxes  which  are  evaded  through  the  granting  of 
special  privileijes  are  thus  shifted  upon  other  taxpayers.  According  tottie 
Third  Annual  Report  of  the  Federal  Farm  Loan  Board,  loans  to  ttie^amoBnt  of 
$282,007,781  had  been  made  by  tbe  Federal  land  banks,  and  loans  to  the  amount 
of  SM426357  had  been  made  November  30, 1819,  by  the  joint  stock  land  banks 
TbB  income  from  $282,007,781  of  the  Federal  land  bank  bonds  ^^4^  per  cent 
would  be  $12,690,350.  The  income  received  by  investors  from  $o4,12&j5b9  of  the 
5  per  cent  joint  stock  land  bank  bonds  would  be  $2,706,317  y«r^Thte  CttKee 
a  total  income  per  year  from  tiiese  tax-eren^t  bond«  of  f  1630o,n67.  If  ttiese 
bmds  were  h^d  by  some  of  the  141  very  wealthy  persons  receiving  a  million 
dollars  per  year  or  more  as  incomes,  the  annual  loss  to  the  National  Treasury 
would  be  $11,289,500.91.  If  they  w.  re  owned  by  some  of  the  over  6,000  in- 
vestors receivinu  incoiiies  of  $1(MM)0<»  per  year  or  more,  the  annual  loss  to  the 
National  Treasury  would  be  $9,238,000.20. 

The  wild  mah  of  very  ri^  inveBtors  to  evade  taxation  creates  a  great  demand 
fcr  tax-exempt  bonds  and  stimulates  th^  production.  It  also  provides  a 
nmrket  that  is  not  overcritical  of  reliability.  This  encourages  high  appraise* 
ments  and  reckless  loaning  that  will  produce  many  foreclosures. 

It  is  quite  possible  that  $3,000,000,000  of  such  tax-exempt  farm-loan  bonds 
might  be  created  before  the  national  debt  is  paid*  It  would  be  very  reasonable 
to  place  the  estimate  at  $2,000,000,000.  With  $2,000,000,000  of  tax-exempt  bonds 
owned  by  parties  thus  evading  73  per  cent  of  inecHne  tax,  the  atraual  loss  to  the 
National  Treasury  would  be  $73,000,000. 

The  man  worth  $500,000  invested  in  6  per  cent  taxable  securities  would  re- 
ceive an  income  of  $30,000  and  be  subject  to  an  income  tax  of  $2,800-  If  his 
f<Hrtane  was  invested  in  5  per  cmt  tax  free  Joint  stock  land  bank  bonds  his 
income  would  be  $25,000.  He  would  be  better  off  by  $%200  per  year  if  ho 
owned  6  per  cent  taxable  bonds. 

It  is  apparent  that  the  principal  customers  for  5  per  cent  taxable  bonds 
must  come  from  the  ranks  of  those  worth  more  than  half  a  million  dollars. 

THAT  VaLEFVL  FIOTOBE  09  IOWA. 


The  evidence  offered  by  the  witnesses  representing:  the  Tnwa  joint-stock  land 
banks  will  create  something  of  a  sensation  when  it  is  printed  and  distributed 
in  that  State. 

For  more  than  a  generation  Iowa  has  been  understood  to  be  one  of  the  most 
preqserons  ag^cnltnral  States  in  the  world.  The  fertility  of  the  soil  and  the 
rapid  development  of  the  agricultural  industry  has  been  considered  phenomenal. 

Insurance  companies  and  other  investors  have  been  strong  competitors  for  Iowa 
loans,  and  the  rate,  including  commission,  is  reported  by  Government  authori- 
ties to  have  been  only  5.9  per  cent  on  first-class  farm  loans. 

Iowa  boasts  of  the  ftnest  agricultural  college  in  tSie  wwld.  The  latest  im- 
provements in  farming  methods  taught  by  the  Iowa  Agricultural  College  and 
the  National  Department  of  Agriculture  have  been  adopted  by  Iowa  farmers 
until  the  State  is  looked  upon  as  a  model  of  progressive  a^icultiural  pros- 
perity. 

In  April  and  May,  1919,  about  eight  months  prior  to  the  taking  of  evld«ice 
by  the  Senate  Baxddng  and  Curroicy  Committee  at  this  hearing  of  January 

10,  two  Joint-stock  land  banks  were  organized  in  Des  Moines.  They  bnmedi- 
ately  b^an  making  farm  loans  at  6  per  cent  interest  and  selling  tax-free  bonds 
on  which  they  pay  5  per  cent  interest.  The  joint-stock  land  bank  of  Chicago 
began  loaning  in  Iowa  about  a  year  and  a  half  earlier  on  the  same  terms. 
The  Sioux  City  Bank  also  made  some  loans. 

It  is  imposi^ble  that  these  Joint-stock  land  banks  could  have  had  mudi  of 
an  effect  on  the  prosperity  of  the  State.  None  of  the  evidence  offered  justifies 
the  contention  that  the  bonds  ought  to  be  tax  exempt  so  that  the  banks  may 
make  1  per  cent  per  year  commission  and  the  bond  holders  receive  immunity 
from  income  and  property  taxes,  in  order  that  these  33-year  loans  may  be  made 
to  farmers  at  a  rate  hlg^ber  than  th^  are  now  paying  on  loans  borrowed  for 
i^rter  periods. 
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The  doleful  condition  alleged  to  exist  in  Iowa  prior  to  the  organization  of 
these  land  banks  in  the  spring  of  1810  can  best  be  shown  by  quotations  frmn 
the  testimony. 

One  of  the  witnesses,  in  urging  that  a  tax-exemption  subsidy  was  advisable 
on  farm  loans  of  $25,000  each  and  upward,  said : 

"  If  you  use  a  system  of  undertinancing  so  that  a  man  can  not  keep  the 
necessary  cattle  and  hogs,  so  that  he  may  rotate  his  crops,  you  have  laid  the 
foundati<m  for  undermining  your  land  and  destroying  the  future  proaperi^  of 
the  country  by  close-fisted  financing,  and  that  is  what  dose4sted  financing  has 
dm  to  for  our  farms,  and  I  can  show  you  farms  in  Iowa  that  can  not  produce 
within  25  bnshels  of  corn  an  acre  what  they  could  produce  ten  years  ae:o." 

The  absurdity  of  claiming  tliat  tax-exempt  bonds  of  banks  organized  in  the 
last  three  years  are  ^titled  to  credit  fOr  agricultural  prosperity  and  imin£&' 
nance  of  the  fertility  of  the  soil  is  best  answered  by  Secretary  Houston,  of  the 
Department  of  Agriculture.  He  says  that  the  average  acre  yield  of  field  crops 
for  the  10-year  period  ending  1918  averaged  much  higher  than  for  10  years 
endincr  in  1S00.  In  the  March  issue  of  the  Farm  Journal,  published  in  Philadel- 
phia, an  article  appears  by  Secretary  Houston  showing  great  increases  in  crop 
yields  befcH^  tbe  Government  rabe^dtsed  land  banks  were  organised.  Tlie  ar- 
ticle follows: 

"During  tbe  seventies  and  eighties,  when  there  was  a  vast  expansion  in  farm 
area  in  the  West  and  crops  were  grown  on  a  more  extensive  scale,  the  tendency 
of  yields  was  downward.  Since  the  early  nineties,  however,  it  has  been  upward. 

"  For  the  10  years  ending  with  1800  the  average  yield  per  acre  of  wheat  in 
the  United  States  was  11.8  bushels ;  for  the  10  years  ending  to  1918  the  av^raee 
yield  was  14.8  bushels,  or  an  increase  of  25  per  cent. 

**  In  the  first  period  (  the  10  years  ending  1890)  the  average  yield  of  corn  was 
23.4  bushels ;  in  the  second,  25.8  bushels,  or  an  increase  of  10  per  cent ;  outs, 
25.9  bushels  in  the  first  period;  in  the 'second,  32.2  bushels,  or  an  increase  of 
24  per  cmt ;  potatoes,  72,9  bushels  for  the  firet  period,  and  96.8  bush^  for  the 
seecmd,  an  increase  of  nearly  33i  per  c«it.  Cotton,  not^vithstanding  the  rav- 
ages of  the  boll  weevil,  increased  from  an  average  of  169  pounds  in  the  first 
period  to  175  pounds  in  the  st^ciind,  an  increase  of  3.5  per  cent. 

"All  other  tield  crops  have  likewise  improved  in  yield,  the  average  for  the 
10  years  ending  in  1918,  being  16  per  cent  greater  than  ttiat  fOr  the  pmod 

ending  in  1890.  .... 

"This  tendency  is  general.  It  is  not  due  to  the  shiftmg  of  production.  For 
example  in  New  York  the  increases  for  the  two  periods  were  as  follows:  Corn, 
24  per  cent;  wheat,  44  per  cent;  oats,  21  per  cent;  barley,  24  per  cmt;  buck- 
wheat, 43  per  cent ;  potatoes.  30  per  cent ;  hay,  10  per  cent ;  wel^ted  average  of 
all,  18  per  cent  The  facts  fto  New  ESi^land  are  ewa  man  stzttlnir  ana  WT- 

nificant.*'  *  ,  . 

It  would  be  interesting  to  have  an  agricultural  census  of  the  various  counti^ 
in  Iowa  and  thus  ascertain  in  how  many  the  yield  of  corn  has  decreas^  -25 
bushels  per  acre  in  the  last  10  years  because  the  morfeages  J>»^*™r^^ 

5  9  per  cent  interest  and  were  payable  to  private  investcm  ihsfeead  of  drawn* 

6  p«  cent  inteteet,  payable  to  joint-stock  land  banks. 

At  another  time  the  witness  alleged  that  permanency  of  land  ownership  is 
threatened  under  the  present  loaning  system,  when  he  said : 

"  There  are  a  few  things— and  I  wanted  to  take  them  up  hi  th^  order,  as  I 
had  a  schedule— but  there  are  a  few  things  we  must  look  to.  One  ^8  I^n^r 
nmcy  of  land  ownership  and  occupancy-Must  we  not?-Hinder  the  five-year 
S  system: which  has  been  in  vogue  up  to  the  present  time;  very  few  men 
Md  their  families  have  stayed  upon  a  farm  more  than  one  generation,  v^y 
fiew  Whv'  Most  all  of  those  of  the  West  have  been  in  debt;  men  have  died, 
S^'estates*  being  in  debt,  the  widow  has  been  eompdled  to  seU  ^  P>^P«^* 
You  have  had  that  experience  as  a  hiwyer,  and  other  lawyers  have  bad  IL 
EstetM  were  cut  in  two  because  of  a  forced  sale  to  settle  the  estate 

ms  sx?tS  of  loans  that  estate  can  not  be  jeopardized,  the  widow 
i«n  sS^on  the  farmlf  she  has  sons  old  enough  to  operate  the  land  and  the  b^ 
S^v^on  nie  farm^nd  runs  it.  Under  the  old  system  he  torced  off  the 
fSm  aid  nto  the  city  to  become,  perhaps,  a  drayman  or  something  else." 

The  evid^^^  the  witness  would  apply  more  to  conditions  m  Iowa  45  or 
^  y^f^  at  the  present  time.  There  is  nothing  in  the  law  nor  in  the 
pra^ofini^ois  ^  warrant  any  claim  that  joint-stock  land  banks  will  ex- 
tend  greater.priviifi^  W«lpws  mid  orphans  than  will  be  granted  by  private 
investors. 
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taSs  in  tJie  effort  to  wto  ? « '^"'^^i  ^  mkny  cases,  not  been  care- 
too  Mgh,  and  the  dement  of  moral  naiara  uas,, 

fully  scrutinized.  .    ,^„„hhp«  where  climatic  conditions  were  not  well 

Loans  recklessly  made  JnrSuctive  cause  o£  foreclosures.  The 

considered  by  examiners  will  about  the  five  delinquent  loans 

letter  from  the  Spokane  Federal  Lan^  Bank  about  ^  ^^^^^ 

in  one  local  association  is  simply  ^"  "^  ^^^'^J^^^^g  ^een  examined. 
States  after  the  4,000  farm  lo^^^/^tfthe  grower  is  Remitted  to  be  the  judge 
It  is  always  easy  to  loan  i»o"«y     "'^.^"J^^  ability  to  pay.    It  is  quite 
of  the  valuation  of  his  P^^^/^^^e  b^^^       can  make  all  payments 

another  thing  to  loan  .i^^^.ff^yf^^anS  company  in  52  years  of  busine^ 

promptly  when  due.  A  leadmg  life  i"^"^"')^?, jr™,Pa„8  ^gre  judicionsly  placed 
dd  $222,811,111.66  to  1<>4;331  of  lUuS  times, 

and  the  interests  of  borrowers  weie  protected  J^»,'^ojeclosure. 

fS^  S»«  large  numbera  of  delinquent  pajmcnta  are  comnratM. 


BOW  IOWA  WAS  BATH)  ««  HWmWnOT. 


Aootto-  Iowa  Witness,  represMttog  three  lola'-'tock  l?"^ 'f"';'^^^^^^^ 
coiMeDt  that  t.l-«eim>t  bonds  »;f,"«f„T:  J'-rTph  ft^n  iTsWem^tt  Srtll 

i^'-wSSal^MS^'n^^iu^oe  »' su»ly^<^n^rar«'4. 

- -r/^o«  S 

policyholders,  and  PJ^^t^^^L^^  ^ti^^  tSiuJTfhe  joint  stock  land  banks 
farmers — ^in  Iowa  got  their  loans  enareiy  luruugn  li  j  (Vwinppticut 
to  loSTThe  insurance  companies  were  unable  to  .  yV';^^"'")?^^^^ 

SuJSI  was  making  a  few  small  loans  "'^^".ff /^^^  ^"^f 

^  Mn'!.rn*:f'[h?S?a"Snt  claims  of  the  ^-ness^it  ni^^^^^^ 

ESdoS^s  i^,?  L  berty  bonds  to  help  the  Nation  win  the  war.  Part  of  these  funds 
S  S  the  SSraS  tor  libCTty  bonds  were  invested  in  Federal  land-banL 
S.d<?  uSdCT  STCd^7ct  of  Congress.  The  Federal  land  banks  were  thereby 
SaWed^rJoiSf^^^  Iowa  insurance  --Pa^es  by  using  P^o^  ^^fS 
nrimnnllv  naid  bv  the  Iowa  companies  for  Liberty  bonds.  This  sno^"*?^^ 
for  faJm  loans  only  listed  i  few  months  to  IMS  and  it  did  not  affect  the 

"Sfw^k  land  bank  witnesses  deny  that  the  issuing  of  long-time  loans, 
financed  bvtafoxempt  bonds,  has  a  tendency  to  promote  wild  real  estate  specula^ 
Son  The  following  paragraph  from  the  evidence  of  the  attorney  representing 
tSe  Iowa  joint-stock  land  banks  to  Iowa  indicates  that  they  have  been  useful 

'"""MoSlf^fhome  one  of  the  real  estate  dealers,  who  had  sold  $5,000  000 
worth  of  Iowa  lands  last  year,  was  to  see  me  three  or  four  times  in  one  week  to 
know  if  T  thought  his  customers  were  going  to  get  the  joint-stock  land  banK 
loans,  anil  all  I  could  tell  him  was  simply  that  they  would  have  to  wait  and  see. 

HMDCULATQVS. 


The  star  witness  in  favor  of  large  loans  on  tax-exempt  bonds  was  a  farmer 

from  Virginia.   He  said,  introducing  himself—   «-«i5a 

"  I  am  a  farmer  in  a  near-by  county  here  to  Virginia,  with  ft  fttnn  of  WO  acres 
of  ordinary  Virginia  laBd." 


EXEMPTION  OF  FEDERAL  FABM  LOAK  B03n)S  FBOM  TAXATIOir.  1^1 


in  the  course  of  his  testimony  he  described  ^^^^^^^1^'  nVJald  U  was 

f^^^'t^^TtO^l^rSrS  -T-  ^gin^rThrl^^^^^^^^  y^r. 
SShSSwLylns  5  per  cent  commission  and  numerous  other  espeM^wMm 
:i^d  fnKfnterL.  rate  up  'o^*  ^' «f  f/S,"  ^d"^ 

ll^?£7.XS&^r^<^^SA^'SJ'<^  o.  EXoad.  he 

it  would  increase  Production  more  and  be  better  for  me  ag^ 

the  countrv  if  he  operated  Ms  farm  with  hired  heip,  ramer  uiiut  .* 

^  l^T^:^^''^  '^  iSSr-^rS^  ls-usuall,  a 

"Sir»e  evidence  o^-edln^a^r^arge  r^lSfSS  fo 

Joint-stock  land  bank  >>»"Jf,,'^?S?^,SK  and  the  number  ot  farm  homes 
SS.SSjTJ'iii^^a  o.  lolnt-stock  land  bank  ^ 
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